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MORNING SESSION
Welcome and Opening

MR. LIENESCH: Welcome to the fifth annual Federal
Forecasters Conference. | am Tom Lienesch from the
Bureau of Economic Analysis and I’m the chairman of this
year’s Organizing Committee. This year we have close to
300 registered participants; we’re offering 12 sessions:
and we have 11 sponsors. So you can see, this event
and organization continues to grow.

I’d like to individually thank the organizations and
individuals sponsoring this vyear’s conference--with
financial contributions and.through their creativity and
efforts in organizing sessions and other aspects of the
conference. This is definitely not a single-handed event.
It takes the work and effort of a number of agencies -- |
think our first meeting was in early April -- so this has
been a long time in coming. In particular, 1'd like to thank
the Economic Research Service of the Department of
Agriculture, specifically Karen Hamrick, for her work in
securing this building. Without Karen we wouldn’t be
sitting in this very nice auditorium. Also from ERS is
Douglas Maxwell; from the National Center of Education
and Statistics, Debra Gerald; the Department of Census,
who in addition to supplying our keynote speaker, gave us
Paul Campbell; from the Bureau of Health Professions,
Herbert Traxler; from the Bureau of Mines, Pat Divine;
from the U.S. Geological Survey, we have Tim Smith who
provided much help and guidance in organizing the
Agency session. The Environmental Protection Agency
joined this year with Dave Rejeski and Joe Abe. Both of
whom have been a great help and have organized one of
the more interesting sessions. From the CIA we have the
Methodology Center and Mai Nguyen of the Research and
Development Office. | would also like to thank last year’s
co-chairs of the conference, Norm Saunders and Howard
Fullerton of BLS, who put on a conference that | can only
hope to approach in quality. Finally, by way of a back
door announcement, | would like to thank next year's
conference chairman, Ron Earley from the Energy
Information Administration.

Now, to welcome us to the Agriculture Building, 1'd
like to introduce Daniel Sumner, who since June of this
year has been the Assistant Secretary for Economics at
Agriculture. Now, | think that we can all grasp what a
fairly large field that is. As Assistant Secretary, he has
guidance and oversight responsibility for all the data
collection, projections, policy analysis, and economic
research that takes place
Agriculture. Before he became the assistant secretary he
was the deputy secretary, and before that, a professor at
North Carolina State. So, to welcome us to this building
and to kick off this year’s conference, I'd like to you to
please welcome Daniel Sumner.

MR. SUMNER: Two years ago | had the privilege of

in the Department of

welcoming the Federal Forecasters Conference to the -

Department of Agriculture. It really is a pleasure to
provide meeting facilities for our Government forecaster
colleagues. What | noticed about this conference the first
time | participated was the breadth of forecasting in
Federal Government that is represented. And, that is

illustrated in the contest you have been running the last
few years. Go down the list of forecast items. They
cover a broad range of expertise, everything from corn
prices to exchange rates to the win/loss record of the
Baltimore Orioles.

Let me take this opportunity to provide a sense of
forecasting at the Department of Agriculture (USDA). Our
role is broad and includes everything from macroeconomic
projections to hog numbers. But, we use broad economic
forecasting mostly to indicate what the economic trends
mean for agriculture in the United States not to duplicate
the work done elsewhere. We also have our own weather
forecasters at USDA, but again, not to duplicate what the
National Weather Service does, but to indicate the effect
of weather on crop conditions and what it means for the
economics of agriculture. Several forecasting agencies
work under the Assistant Secretary for Economics at the
Department of Agriculture. The World Agricultural
Outlook Board has forecasting in the title of the
organization. The Economic Research Service (ERS) is a
research organization, but it is also a projections
organization. The flagship publication of ERS is
Agricultural Qutlook, which is a forward-looking outlet
which includes projections and analysis that leads to
projections. The other major economics agency is the
National Agricultural Statistics Service (NASS). NASS
collects data but also makes forecasts, particularly short-
term projections. Indeed, one of the key activities for
NASS is their crop harvest forecast. A few days ago
NASS released their September crop harvest forecast for
the fall crops. They released these forecasts at the same
time as the World Agricultural Qutlook Board released
projections for prices and other crop conditions
worldwide. The NASS projections garner interest in the
agricultural media and throughout the industry because
there is money to be made if one either anticipates or is
able to react quickly to these projections.

The theme of your conference is “"knowing your
customer.” That is certainly key to the work that we all
do. In the case of forecasting and projections, our
customers are often other government staff, but at the
USDA we have an additional audience worldwide of
customers, particularly for crop forecasts and similar
projections. We have found that it is indeed important to
know what our customers need and to tailor what we do
to those needs. But, it is vital as well to make sure our
customers know how to interpret our forecasts. Let me
give you an illustration. When the USDA provides crop
forecasts, the forecasts are not unconditional expected
value forecasts of the size of the crop. Every December
NASS forecasts the size of the orange crop in Florida.
The forecast is based on actual examination of trees, fruit
weight, combined with projection models based on both
biological information and economic information. The
published orange harvest forecast is explicitly conditional
on the assumption that there will be no freeze in Florida
until the crop is harvested. It is clearly not an
unconditional expected value of the size of the crop.
However, most data users know exactly what NASS is
projecting. Based on their information, NASS reports that
if a crop progresses to maturity with no freeze, X tons will
be produced. People that use such a forecast need to add
their own projections of the likelihood that we will have a




freeze in Florida. NASS itself does not have the expertise
to forecast weather and so they provide a conditional
forecast. The Depariment of Agriculture could take the
input from NASS, together with our own weather
projections and produce an expected value of the crop.
Let us say if the chance of a total killing freeze was 10
percent, we would multiply .9 times the NASS conditional
forecast to publish on our unconditional forecast. What
NASS does is tailor their forecasting efforts to their
expertise. Rather than mixing the weather forecasts
together with the current crop conditions, we report the
current crop conditions expressed as a forecast, and let
others take their weather forecasts from other sources.
This example illustrates how itis important for forecasters
to know the capabilities of their organization, and to make
sure customers know the characteristics of the forecasts.
For example, market participants should know that NASS
does not make unconditional forecasts.

Let me mention one more example budget
projections. In the academic community and elsewhere,
there is a serious misunderstanding of Federal Government
budget projections. Certainly that is true for the
Department of Agriculture budget projections. At the
USDA, we go through a very careful process to project
the budget cost of agricultural subsidies. However, those
projections are based on normal weather in the future
years and also on current law projected into the future.
Those baseline projections are used -- at least internally
they are used -- to analyze alternative policies. They are
not unconditional forecasts of budget outlays. Even if we
think it is likely that there will be a different policy in place
6 months from now the projections in the baseline are
based on current law. They must be so based to evaluate
alternative policies. There are many observers who
criticize our budget projections for not being accurate,
even though the laws affecting outlays changed. But, we
choose not to forecast policy changes. And, we probably
have not done a good job in making sure our customers
know that the budget projections are conditional on
current laws,

My welcome for you this morning has emphasized the
importance of not only knowing what your customers
need, but also knowing the importance of making sure
your customers understand your forecasts.

MR. LIENESCH: Thank you, Mr. Sumner. Now, for the
fun part and for some deserving individuals, it’s award
time. Presenting the awards for this year’s Forecasting
Contest, or the most accurate forecaster, is Debbie Gerald
from the National Center for Education Statistics, and
Karen Hamrick from the Economic Research Service.

Award Presentations

MS. HAMRICK: Good morning. It's great to be here. It's
so exciting to see so many people in the audience. We
know this is the moment that 62 of you have been
waiting for, the announcement of the Forecasting Contest
winners. This is the second year that Debra Gerald and |
have done the contest. We’ve had a lot of fun doing it,
and we hope that you’ve had fun with it also. As you
remember, we asked you to forecast five things. First the
U.S. civilian unemployment rate for the month of August;

and then four things for August 31st. They were the
average bank prime rate, the cash price of number 2
yellow corn, the high temperature, and finally, the
Baltimore Orioles win record.

Il be announcing the runners up. Debbie will
announce the winner. But before we do that, we decided
to give an award this year for what we call the most
courageous forecaster, for the earliest entry received.
That award goes to Michael Lahr, Economic Research
Service. If Mike is here? Come on down, Mike. Norm
Saunders is giving out the awards, and we thank him for
making these really beautiful certificates. Thank you,
Norm. ‘

Okay, the honorable mentions, if you’ll come up when
your name is called. John Cymbaisky, Energy Information
Administration. William Miller, State Department. Ronald
Trostle, Economic Research Service. None of those
people are here? Clifford Woodruff, Bureau of Economic
Analysis. Timothy Parker, Economic Research Service.
Robert Gibbs, Economic Research Service. Thomas
Snyder, National Center for Education Statistics. Don
Kitchen, Council of Economic Advisors. Shelley Davis-
Franklin, Bureau of Labor Statistics. Finally, the first
runner-up, Patrick McCabe, Environmental Protection
Agency. Now Debbie will announce the winner.

MS. GERALD: The winner of the FFC ‘92 Forecasting
Contest is Larry Sink, Bureau of the Census. A poster
with the names of the award recipients will be on display
in the foyer of the auditorium.

MR. LIENESCH: Now we're going to do some place-
switching, and Norm is going to give out the award from
last year’s conference for what was judged by a totally
impartial panel of judges as the best paper of Federal
Forecasters Conference 1991. In this case, | believe
Karen Hamrick is going to pass out the awards. Norm?

MR. SAUNDERS: Thank you, Tom. Well, this was the
last thing | had to take care of before | passed on the
reins, as it were, of the conference to Tom. And it was
certainly one of the more pleasurable events. We formed
a committee. The committee looked at the 28 papers
that were submitted. They looked at them with five
criteria in mind: the significance of the paper to the
audience’s programs; the coherence of the paper;
completeness and unity; the effective use of graphics; and
the knowledge of the topic and of other research in the
area. ’

Of these five criteria, the very first one that |
mentioned, the significance to the audience’s programs --
to your programs -- was judged probably the most
important. Of the 28 we had five papers that surfaced
that we felt were far superior to all the others. Four of
those were selected as honorable mentions, and the
people who were authors of those articles have nothing to
be ashamed of; they were excellent papers. And we have
certificates for each of the authors of those papers.

The first paper, the first runner-up, was "Using
Dynamic Interactions To Aid Forecast the Case of
Selected Urban, Rural Employment Measures.". The
author was Ron Babula, Economic Research Service, U.S.
Department of Agriculture. The second runner-up,




"Developing an Effective Forecasting Program and
Economic Approach,” by Ralph Monaco, also Economic
Research Service, U.8. Department of Agriculture. Third
runner-up - "Neural Networks: An Exchange Rate
Forecast" by David Stallings, also Economic .Research
Service, U.S. Department of Agriculture. The fourth
runner-up, "Why Do Forecasters Fail to Predict the Big,
Unusual Event?” Herman Stekler, Industrial College of the
Armed Forces, U.S. Department of Defense. The bad
news about the winner is that we only have one plaque.
And it's bad news because there were co-authors of this
paper.. The paper that won the best technical paper for
FFC ‘91, "Structural Models and Some Automated
Alternatives for Forecasting Farmland Prices,” by Carl
Gertel and Linda Atkinson of the Economic Research
Service, U.S. Department of Agriculture. Thank you.

Keynote Address

MR. LIENESCH: As you all know, the topic of today’s
conference is, ‘"Forecasting and Total Quality
Management.” | don"t think it requires a very large
stretch of imagination to see that this is one of the more
relevant topics we could have. It seems that virtually all
agencies and certainly a large number of private
organizations are exposed to TQM either through direct
implementation at their workplace, or indirectly through
relationships with other organizations that are involved in
total quality management. It doesn’t come without
controversy. There are those who see TQM as dressed
up common sense; those who see TOM as the only way
to run an organization; and those who think TQM is the
flavor-of-the-week fraud and a way for consultants to
make money. Wherever you fall in that range, it’s here.
It has effects on everyone. And | think it’s appropriate to
ask those actively involved in TOM to come and talk to
us; tell us what they think about TQM, their experiences
in implementing it, and how it affects us as forecasters
and as federal employees. So, with that in mind, | think
you'll find our keynote speaker and the subsequent panel
discussants to be eminently qualified to address this.
Each of them, in their own way and level, are actively
involved in TQOM, and are mostly in statistical agencies.
| think they’ll be able to shed some light with their
opinions on TQM.

Our speaker for the morning is Dr. Barbara Bryant.
She has been the Director of the Bureau of the Census
since 1989; in fact the first woman named to that
position. Before she became the Director of the Census,
she worked for 19 years as a marketing research
executive in Detroit. She’s been an editor, public relations
consultant, professor. She’'s written numerous articles
and three books. And perhaps more importantly, she has
spearheaded Census Quality Management at the Bureau
of the Census. So, would you please welcome Dr.
Barbara Bryant, for our keynote address.

DR. BRYANT: | am humbled by being asked to keynote
the conference of a group of forecasters. Somehow | feel
as though you must be very visionary, clairvoyant people,
and I'm more of a nuts and bolts, here’s what life is like
now, person. | did bring along my crystal ball to see if
that would help me envision the future. It doesn’t. Itis

"just a fairly attractive crystal ball paperweight to hold

down papers | work with here and now. So | decided, |
will just have to be me, and let you be you. And given
the theme of this conference of forecasting and total
quality management, | will let you do the forecasting,
including some of our people from the Census Bureau who
do forecasting, and | will talk about the total quality
management, or TQM, as the acronym goes.

TQOM is something the Census Bureau is very deeply
into, and something in which | am personally very much
involved. In fact, my crystal ball paperweight has been
holding down TQM papers and reports for nearly two
years now. And while I've been thinking about total
quality management on the Bureau-wide scale, there are
forecasters at the Census Bureau who have been putting
it into practice to improve their products and processes.
And ] might point out that some of them are nervy enough
that we do population projections almost 100 years out,
not just this fall’s crop forecast. These are the people in
the populations projection group of our Population
Division.

So [ thought this morning | would divide this talk into
several parts: first, some background on the Census
Bureau, and how we got into total quality management;
second, how the Census Bureau has integrated strategic
planning and total quality management; and finally, some
concrete examples of projects resulting from process
action teams in our Census Bureau population forecasting
group, and what they‘ve been doing using the principles
and practices of total quality management. Justin case
you think | misunderstand forecasting, let me add that the
Census Bureau populations projection staffs are very
research, quantitative, and data oriented. Llike you and
actually like me, none of us believe in crystal balls.

And now for a little background on the Census
Bureau, and the history of our start up of total quality
management. The Bureau of the Census, as many of you
know, is a substantial part of the Department of Congress
-- of Commerce. Boy, that was some sort of a Freudian
flip, wasn't it? Worrying about budgets right now. The
Census Bureau has a base employment of 10,500, and
included in this are 3,600 part-time permanent field
representatives who work out of their homes under the
supervision of 12 regional offices. They do the interviews
for the nearly 200 surveys we do every year. Some of
these surveys are monthly, like the Current Population
Survey; some quarterly; and some annual. In 1991 we
actually fielded 682 separate waves of survey
interviewing of samples of households or establishments
by personal interview, computer assisted telephone
interviews, and by mail. Now, the Census Bureau
employment, as you might guess, is cyclical. It rises for
the every five-year economic censuses of manufacturing,
services, retail trade, wholesale trade, mineral industries,
construction industries, transportation, governments, and
agriculture. That’s the phase we’re just entering now to
do the every five-year economic censuses. Of course our
employment peaks in the years ending in zero, when
every decade we field what up to then has been the
largest peacetime army in history to conduct the census
of population and housing. In May 1290, our employment
peaked at about 340,000 temporary employees in
addition to our permanent staff of over 10,000.




The decennial census is the project for which we're
best know, and from which our name comes. Many think
it's the only work we do, and so | really put in this little
bit just to show you that we aren't like Rip Van Winkle,
who goes to sleep for 10 years between population
censuses. The decennial census is now 200 years old,
which makes ours the longest running periodic census in
the world today. There obviously were censuses in B.C.
and in Biblical times, and China had one in 2 A.D. But
nobody kept them up continuously, and so now we, who
think of ourselves as a young country, have the oldest
continuous census. | can’t tell you whether the census of
1790 was done using total quality management principles.
However, since Thomas Jefferson directed the first
census, I'm inclined to believe it was managed according
to the best known quality rules of the time. We can’t say
much about 1790, but what we can say about our history
is that the Census Bureau pioneered statistical sampling
in the 1930’s and 1940's.

We’ve been using statistical quality control of
processes in samples and surveys ever since. And I'll also
point out that W. Edwards Deming, who taught it all to
Japan, is a former employee of the Census Bureau. He
learned about statistical sampling here. He acknowledged
that last year when he came to give a lecture
memorializing Morris Hanson, one of the pioneers of
statistical sampling, for whom Deming had worked at the
Census Bureau. Although we had not heard about total
quality management at the time of planning the 1990
census, or acquired many of the techniques, we did build
a great deal of quality assurance into the processes of the
census. Quality assurance, however, was not done to
enhance customer satisfaction, which is the driving force
of total quality management. It was done instead to make
the census fail-safe. The 1990 census was the most
automated in history. We could not risk having software,
computer hardware, management information systems,
computerized mapping systems, laser sorters, microfilm
processing, or high speed data capture, fail in the midst of
the census. Our questionnaires were printed to exacting
quality control standards to eliminate problems during
automated processing. We built in quality assurance,
which is different from quality control, in that you test
everything throughout the process rather than fix up what
didn’t work at the end. Now, in one sense, this did have
the customers in mind. We knew that if everything
worked, the customers would have the data sooner than
in prior censuses. And we knew this was something the
customers wanted. But in general, the Census Bureau
was a production oriented organization, rather than a
customer focused one.

We were not, however, an organization without
direction. We had begun strategic planning in the early
1980’s, producing our first strategic plan in 1985 under
my predecessor, Jack Keane, and our second in 1988,
The developers of the second strategic plan examined the
Census Bureau’s strengths and weaknesses, identified
opportunities and threats -- you’ve heard this language of
strategic planning -- and laid out our goals for the next
several years. These goals served us very well through
the 1990 census. Staying on track, we planned to begin
the third generation, the next cycle, of strategic planning,
after that census was over in 1991. Well, in the

meantime, along had come total quality management. It
was toward the middle of the 1990 census year, while we
were still under our second strategic plan, and less than
two years ago now, that we staried down the path to’
TOM with some skepticism that I'm sure all of you have
experienced, and an enormous amount of arrogance
because of this history of, well, Deming was our guy, you
know. In our case, quite frankly, we felt we knew
everything -- and | mean everything -- about statistical
quality contro! and strategic planning. So what could
TQM possibly have to offer the Census Bureau? We were
open-minded enough to look, and so we appointed our
Assistant Director for Administration, Cliff Parker, to
explore TQM. And he had some training himself. He put
together a small team, and naturally they put together a
survey about TOM elements. At the Census Bureau, |
must confess, our first reaction to anything we don‘t
know anything about is to do a survey. Only this time,
we also had to be the respondents. The teams surveyed
both middle and upper level management on the TOM
elements. You know the elements, or have heard them,
top management and leadership support, strategic
planning, focus on the customer, commitment to training
and recognition, employee empowerment and teamwork,
a measurement analysis of process and output, and
quality assurance.

The results showed us that the cup was either half full
or half empty. Our middle and top managers rated the
Census Bureau neither excellent nor poor on these
elements. On a scale of one to six, we put ourselves at
a sort of a middling 2.7 to 2.8, and don‘t ask me what
the plus or minus on that was because it was a fairly
small sample -- very middle range scores. Well, what did
the ratings show us? They showed us that, quite frankly,
quality had not been an overriding priority. We had good
TOM environment potential. Our strategic plan, though
the top management was rather committed to it, had not
really become a vision document for the total work force.
Our customer focus was limited; it was not absent but it
was limited. Our training and reward program did not
support group performance, only individual performance.
Teamwork was good, but empowerment needed
improving. And the Census Bureau, as !'ve already
showed, had quality control and not quality assurance,
with the exception of the 1990 census processes. So
clearly, there was something we could learn from total
quality management. We put out a request for consultant
proposals, and established an internal Quality
Management Steering Committee. Our consultants helped
us by providing advice and began our quality management
training program. They provided quality management
awareness training to our first group of upper level
managers in January 1991, and they moved on fairly
quickly to training a core group of facilitators, and next
began providing problem-solving workshops.

Now -- pardon me. I'm going to get a drink of water.
| went to the Hispanic Caucus dinner last night, and if
you’ve ever tried to shout over really great Spanish music,
you know it's worse than cheering at a football game in
Ann Arbor, Michigan where | came from originally.

In an agency the size of ours, we soon realized that
the Census Bureau had to take over the training, and our
consultants agreed. Looking back, that was really one of




the best decisions we made. It gives TQM a real chance
for long range success. We took over the training for
three reasons. First, it would have been prohibitively
expensive -- well, cost is always your first reason, you
know. It would have been prohibitively expensive to use
consultants to train over 10,000 empioyees. Second, in-
house trainers could make classroom examples much
more relevant to Census Bureau activities. Thirdly, and |
think the most important, the best way to learn something
is to teach it. By creating our own staff of teachers, we
built in a core group of believers.
something if you don’t believe in it. Converts do make
the best evangelists.

We adapted the contractor training package to meet
our own needs, and provided train-the-trainer sessions for
volunteer trainers. By March 1992, 12-13 months later,

You cannot teach '

virtually all of our general work force had been through-

some level of training, and many supervisors and
managers had been through more than one level. The
3,500 part-time interviewers that | mentioned earlier, or
field representatives as we call them, who work from their
homes, had received audio tapes and a study manual. As
they came into regional offices, as they do about every six
months for update training on one of the surveys, we
gave them an additional session on TQM.

I've been using the term "total quality management”
as though we actually called it that at the Census Bureau.
We do not. One of the first suggestions to come from an
employee occurred after one of the earliest awareness
training sessions. "TQM sounds just like another
management fad,” he said. "We’'ve been through zero-
based budgeting, MBOs, and strategic planning. If we
want employees to take this seriously as a new way of
running our business, we've got to give it a name that
shows it is a process the Census Bureau expects to use
for a long time, even if the technique changes and
evolves, and the terminology shifts." The name he
suggested was Census Quality Management, or CQM.
We took the suggestion immediately. The first example,
| guess, of employee empowerment in our TQM process.

Now, recall that when | described strategic planning,

| said that the intent was to develop our third strategic

plan after the 1990 census. Thus, in early 1991, we
started resuming strategic planning meetings, after we
were already into the initial quality management training.
At the second meeting of the strategic planning
committee, a number of us almost simultaneously threw
up our hands -- this is ridiculous. We can‘t have Census
Quality Management going this way, and strategic
planning that way, or even have the two in parallel.
There's not the time; there’s not the energy; and it
certainly is going to cause a lot of confusion. Now, it just
happened that we were having our strategic planning
meeting in a corridor, where a number of the awareness
sessions were going for total quality management or
Census Quality Management. And we realized that one
of the things these awareness sessions was supposed to
do was that the employees were supposed to be talking
about what are the barriers to quality in this organization.
We said, if we're sitting here talking about strategic
planning and locking at what are the Census Bureau’s
strengths and weaknesses, we’d darn well better find out
what the rest of the employees say the strengths and

weaknesses are. We literally, several of us, just spread
out and went down the hall - the awareness session had
been posting these posters all over the room with the
magic marker stuff, tearing them off the easels. We just
went and scooped up some of them off the walls and
easels. From then on, each draft of our strategic plan or
component was given to the COM steering committee for
a reaction. And so we began this interactive process
developing the strategic plan and CQM.

Total quality management requires that an
organization develop a vision and a quality policy to use in
establishing strategic goals and action plans. At the time
the first strategic plan had been developed seven years
before, the Census Bureau had put together a mission
statement. The strategic planning committee worked a
short time trying to rewrite the statement into a vision,
and the rewrite just didn‘t fly. Some of us felt that if we
dumped this mission statement, which had been posted
on the walls for seven vyears, that looks a little flaky. So
we decided that we would have three things, not just the
two. So, we kept our mission -- the Census Bureau's
reason for being. We put together a vision -- what the
Census Bureau wants to be. And then quality policy --
the cornerstone of the Census Bureau’s commitment to
quality management.

Now, a major function of strategic planning, of
course, is the development of strategic goals. The
Census Bureau's first two plans had very specific goals.
They identified a series of projects for carrying out each.
They assigned responsibility to specific personnel to do
the projects, specific responsibilities to certain managers
to oversee them. This top-down strategic planning to
employees, with managers assigned monitoring
responsibilities, no longer fit into the COM mode. Former
plans had neither customer focus nor employee
empowerment. Like the Census Bureau itself, they were
process-oriented. Our new strategic plan -- and there are
copies of it on the back table out in the outer lobby for
you, if you're interested - we named Census Quality
Management through Strategic Planning. [t contains 10
very broad strategic goals -- down the center here. Each
has a short description and defined target areas. There’s
not a-word in the plan about how to achieve the goals.
Employees at all level are empowered to develop the
projects, to move the Census Bureau toward the goals.
| say move the Census Bureau toward the goals, rather
than achieve the goals, because most of the goals are
moving targets. If you get better at them, then your
expectations rise and you've got to keep on doing better.

Our 10 are: (1) meet or exceed customer
expectations; (2) improve the product line to meet
customer needs; (3) recognize and value respondents and
other data suppliers, a particular type of customer that a
survey research organization has; (4) enhance our own
employees’ career environment; {5) automate effectively.
For an organization with the computer power of the
Census, to get the goal in two words is something of an
accomplishment, but it means there will have to be many

projects to work on that goal; (6} improve administrative

systems and management; (7) increase research
capabilities and the relevance of research results; (8)
provide an integrated international perspective for
statistics and analysis, and we do international data as




well as domestic; (9) improve the decennial and
quinquennial censuses; and (10), the one 1 think the
employees like the best, is consolidate headquarters
employees in a modern facility. We’re in a rather 50-year
old monolith with five satellite facilities out in Suitland,
Maryland.

Tolaunch the strategic plan, we were very conscience
of the fact that the prior strategic plans had really not
gotten through to all levels of the Bureau. There wasn‘t
a buy-in to them. So even while this strategic plan was
in the draft - as | say, wé had been sharing it with the
CQM Steering Committee, and with the CQM awareness
sessions. During January of this year, early 1992, one
year after the start-up of Census Quality Management,
and seven years after the first strategic plan, we formally
launched Census Quality Management through Strategic
Planning. By then we had nearly 100 process action
teams already working on quality improvement projects.
And most employees had  become conscience of
identifying who their customers were, something about
them, and something about what they want. That was an
easier concept for those with external customers, like the
people who work on the Current Population Survey who
know they’ve got to please Tom Plewes at the Bureau of
Labor Statistic, than those for whom their customer was
just the next department over in the Bureau.

Our largest meeting space is a new 350-seat
auditorium, about the size of this, a little smaller | think.
In order to reach all our headquarters employees, it took
us 12 back-to-back sessions, four per day, over three
days, to meet with everyone at our Washington area
headquarters. It was the first time, | think, since the
Census Bureau had any size, that every employee met
face to face with Executive Staff and the Strategic
Planning Committee. These meetings were not one-on-
one, but there was interactive Q&A time from the
audience. Before the meeting, we had given every
employee the folder | just showed you. Then we went
out to our regional offices and some member of the
executive staff did this in every regional office. And then
we have a big data processing facility down in
Jeffersonville, Indiana, and we assembled 500 employees
at a time on folding chairs on a big empty warehouse
space and had face-to-face sessions with them.

Well, when people ask me whether COM through
strategic planning is working, | tend to answer somewhat
weasel-worded. We'll know better a year from now, or
we'll know better a year after that, or 10 years from now,
if this has proven to make a real change in the way the
Census Bureau conducts its work. The proof of the
pudding is in the eating. But that's really not quite fair to
put off answering. We have instituted change, but we
still have a long way to go. 1think it’s very important that
we demonstrate results and provide feedback of this way
of doing things if it’s going to succeed. Poor
communication is the biggest barrier to quality that our
employees identified. And | think that barrier will be
identified in most organizations, and particularly in large
ones. We've tried to do something about that by
instituting a newsletter, Census Counterparts, for all
employees. We've held feedback and question and
answer meetings with lower level supervisors with whom
the Director and the Executive Staff have not met before.

For this, we’ve been helped again by the new auditorium
| mentioned. »

But now I'd like to give you several examples of
recent CQM activities in our population projections
program, since that is where our forecasters reside. The
three examples | will give you are really what has come
out of process action teams. Somebody earlier in the
introductions referred to quality management as organized
common sense. | think that you'll see that these projects
really are just sort of organized common sense, with a
customer service focus to them.

The first is expanded race/ethnic information. We've
been providing population projections by age and sex for
the White, Black and "other” races groups since the mid-
1960's. For the past few years, we’ve also been
supplying our customers with data for Hispanics.
Although they appreciated this enhancement, many of our
customers were not happy with the little footnote
attached to all our Hispanic origin data. That footnote
reads, "Hispanic origin may be of any race." They were
frustrated by this overlap between our race and our
Hispanic data. In addition, many others wished to have
"other" races, as we called it, disaggregated, separately,
for two groups that have some size now, Asian and
Pacific Islanders, which are about three percent of the
population, -and the American Indian, Eskimo, and Aleut,
which js about one percent. Well, I'm pleased to
announce that in October, we're releasing a new set of
national population projections, which meet these needs
of our customers. These projections will provide data for
the four major race groups, and in addition, each race
group has been separated into its Hispanic and non-
Hispanic parts. Therefore, we're now producing statistics
for eight distinct and non-overlapping race/ethnic groups.
Later this year we plan to release new state population
projections, which  for -the first time include separate
information for the four major race groups, and the
Hispanic origin population. ‘And | should mention that all
of these products are consistent with the 1990 Census as
enumerated, so that people can look at the actual count
in 1990 versus the projections, which, as | say, we go
many, many years out on. We know many customers’
needs are going to be met by these enhancements.
However, we know that this work still did not satisfy all
of our customers” needs for race or ethnic data. For
example, some have asked that we begin providing
estimates of the population of individual Asian and Pacific
Islander groups: Chinese, Filipino, Japanese, Samoan, et
cetera. Others would like us to provide data for groups
within the Hispanic origin population: Mexican, Puerto
Rican, Central American, et cetera. As you can see, we
get into the customers sometimes wanting things that are
a lot further than sample sizes will allow us to provide.
Still others want separate data on the foreign-born, or
about the population of the Commonwealth of Puerto
Rico. Now, | can’t promise that our implementation of
CQOM at the Census Bureau means projections for these
groups will be available any time soon -- the conflict
between customer néeds and sample availability. But any
such changes must be weighed against competing
customer demands for other products, timeliness, or
accuracy, as well as against the available resources.

A second TQM project from the projections group is




the increased frequency of revision. Although we’ve been
producing population projections since World War |l,
they’ve never been updated with any regularity. We've
tended to say that they were revised when necessary--
"when necessary” sounding suspiciously like when we get
around to feeling like doing it. Many of the customers, on
the other hand, revise their own projections on a set
schedule of one or two years. And it's fair to say that our
uncertain update schedules often created unhappy
customers who felt that our definition of "when
necessary” was unsatisfactory. Well, I'm pleased to tell
you that we’re now committed to a production cycle
which responds to our customers’ needs. Beginning in
1993, we intend to create and release new national and
state projections every other year. We think this
establishment of a reguiar schedule is going to benefit
those who use the projections.

One final project I’lll mention this morning. 1 told you
that a year ago we had 100 process action teams going.
We've now had some 140, some of which have finished.
But there is not time in the conference for all that. But I'll
do one third one, and that is return to a preferred series in
state population projections. Again, this is a little bit
organized common sense, when you go back to where
you once were just because the customers were happier
when you did. This actually happens to be one of my
most dynamic examples of CQM in the population
projections area. It's illustrative of the difficulties we all
have in our attempts to maximize customer satisfaction.
During most of the 1970's and 1980’s, our state
predictions contained only one series, or had several
series but one was given as a preferred. In recent years,
however, our mostrecent state projections contained four
alternative series, none of which is designated as
preferable to any other. This change to equally likely
scenarios was made in response to complaints from some
of our customers who made their own state population
projections. The state population projections we are now
preparing, however, return to our past practice of
producing a preferred series. This is in response to
customers who said, if you give us four, tell us which one
you like best. Many customers publish some summary
volume and just don’t have room to run four series in it.
We even found that some were taking our two middle
series and averaging them to get down to three. We
made this change, as we’'ve made many others in the past
six or eight months, after listening to customers. We're
trying to do more and more of this, like all of you in
Federal service. Why? The range of customers is so
broad it’s really hard to measure satisfaction. We can’t
just go and say, well, we sold that many of that item
today.

Let me end now by talking about a few of the lessons
and difficulties. During our work with quality
management, we’'ve learned some important lessons.
Projects selected should have a narrow, well-defined
focus, with a potential payoff. Just in time, training for
teams is important so as not to forget the techniques
learned. The team leader and facilitator should be trained
before starting the team, but not too far in advance.
Facilitators play an important role, and are most effective
if detached from the specific project. That is, facilitators
from outside the office or division that’s actually doing the

work seem to be the most effective. Recognition is
important, no matter how small it is. We’re using on-the-
spot awards, certificates, little coffee parties to recognize
the accomplishment of a project. Management needs to
offer support and guidance without interfering. And
managers must champion the cause for the employees to
become disciples.

We've also encountered some difficulties. When the
management steering team for the process action team
questions the results, there is a little tendency to say, you
are interfering and | thought you were empowering us,
and now you‘re saying you didn“t. When a process action
team makes good recommendations that cannot be
implemented because of budget or resource restraints,
they feel as though they’ve wasted time and effort, even
though they may have done a very good job and come up
with some very good ideas. But to them, CQM becomes
a sham because we can’t put it in place. In that light,
we’ve found that process action teams that work on
improving space requirements, personnel matters,
procurement matters, or other types of support activities,
become more frustrated, or more easily frustrated than
those who work on something more under their control.
If you don’t have the budget to redesign the building,
don’t get process action teams going on how we could
redesign this building.

Measurement of results is a stumbling block, which
I'm almost embarrassed to say hecause we consider
ourselves the measurers and fact-finders of the nation.
But we have trouble measuring results. For some
projects, it's easy to decide. For our 1990 Census
products it was very easy because we had another
measure called the 1980 Census. Every time we got a
product out four or five months earlier than for 1980, we
clearly had made some gains. But for most projects, it's
a lot more difficult than that. Supervisors, in their normal
course of activities, are often viewed as impeding the
CQM process either by not being willing to take the
suggestions from the staff or making it difficult for the
staff to participate or be a facilitator in a team project
outside their own area. We're thinking of setting up sort
of a COM counselor system to get around this.

In summary, though, we do believe there are positive
benefits to Census Quality Management. The staff do
believe they can propose ideas and have a fair evaluation
of them. Even though some managers felt they were
operating in a CQM manner, the new word "empowered”
seems to have emboldened some who sat on the sidelines
before and it has shaken up a few managers. Our lines of
communication do seem to be improving. There’s more
use of COM in informal settings. | think most of all
there’s much more focus and consciousness about
customer needs and customer satisfactions. People just
in their day to day reporting on projects, are saying, this
is the advantage to the customer if we do it this way. So
I‘'m particularly upbeat on this last benefit. At the end of
a year and a half, Census Bureau staff are talking about
customers, who they are and what they need. Now, we
still have a very heavy focus on process, getting the work
out, the survey completed, the census tape delivered, the
population projections made, or the data report published.
However, we care more about what data the customer
wants in that report, and how we can make the data




products more useful to them. Customer satisfaction
used to be the sole concern of our Data User Services
Division. It was sort of like an afterthought -- now that
we're produced the product, here it is for you to take to
the customers. Increasingly, all of us understand that we
have many customers with many needs, both within and
outside of the Bureau.

To conclude, Census Quality Management provides
the customer focus. Strategic planning provides the
direction. Together, we think they are a winning
combination.

Panel Discussion

MR LIENMESCH: Thank you, Dr. Bryant. 1| would like to
start the second part of our morning program now,
Continuing the exploration of our theme, I'm going to
introduce our panel discussion moderator who will run this
portion of the program. Once our panel discussants are
finished with their comments, we will open the program
questions from the floor.

I‘d like to introduce Suellen Hamby, who is a senior
executive at Internal Revenue Service--nominally | should
say--where she is the Director of the Resources
Management Division. This is a divisiecn of over 300
employees responsible for all administrative support in the
Internal Revenue Service. However, more to the point for
our purposes, is she assisted in the formation of quality
councils at IRS and helped implement TQM in that
organization. Closer yet to the point as to why she is the
perfect moderator for our purposes today, she is a
founding member of the Federal Quality Institute, which
was started in 1988. Since that time she has played a
very active role in bringing TQM to various organizations.
| know she’s playing an active role in my organization,
BEA. Please welcome Suellen Hamby.

MS. HAMBY: Thank you, Tom. When Hugh Knox and
John Kort invited me to moderate this panel and said it
was for the forecasting conference, | thought this is
terrific. 1 just saw a wonderful special on PBS about
hurricanes, and | really wanted to see how total quality
was used in predicting the path of Andrew and Iniki, and
they had to say no, no, Suellen--Economic forecasting.
And | said, you know, that’s even better, because we at
the FQI have worked with each of the agencies that are
represented up here on the stage. Implementing total
quality in their organizations, designing plans, and forming
guality improvement teams; all the things that Dr. Bryant
talked about earlier, and that we’ll hear more about this
“morning. The bureaus represented here are in various
stages of implementation. Some are relatively
sophisticated. Others are just beginning to map out their
strategy and form quality improvement teams of the
employees to let them recommend how to do the work
better. All, however, are headed in the direction of better
customer satisfaction, employee empowerment, and
continuous improvement of the way they do the work --
the three founding principles of total quality.

It's not an easy journey. We’'ve all read the very
recent articles on the demise of total quality. That may
be so for those companies and agencies who are still
succumbing to the pressure of the quick fix. Others --

and | think it's fair to say, those of us up here on the
stage today -- believe it just makes good sense. It's here
to stay. it may be evolving. It may be changing. It's
certainly maturing. But it does provide a solid foundation
for short-term, mid-term and long-term improvements.
And the payoffs are coming back in terms of pleased

customers, energized innovative employees, and
streamlined simpler ways to do everybody’s job every
day.

The theme today is knowing your customers. Think
about customers really on three levels. The first level will
be those external customers that you all have in both the
public and in industry. External customers in other
agencies, or that second level, such as those who are
represented here today. | know many of you work across
bureau or across agency lines, and are customers and
suppliers of information, data, and analyses to one
another. But we can’t overiook that third level of
customers, the internal customers, our employees. That
may be the toughest area for us to change our old
paradigms and move to greater empowerment, sharing
with our employees greater authority, responsibility, and
accountability. | am forever having to explain to reluctant

_managers that empowering employees does not mean

giving them permission to charter a helicopter to take a
memo across the street. Along with empowerment
comes those other two issues: accountahility and
responsibility. You’re doing well at the hard stuff, the
data gathering, the analytical problem soiving. It's easier,
especially for those of you who deal with these analytical
tools and statistical tools in your professional everyday
lives. The soft stuff, the trust, the mutual respect, the
letting go of control -- it’s hard, but it deserves our
commitment. We like to say the hard stuff is easy but the
soft stuff is hard in trying to implement total quality.

Before we begin, 1'd like to just reinforce several of
the points that Dr. Bryant made this morning. One of
them is that management leads the effort. They lead it
through training, through goal-setting. Dr. Bryant talked
this morning about the importance of training and talked
about using the in-house trainers at Census to cascade
down that training to all the managers and employees. It
struck a familiar chord because at IRS Fritz Scheuren and
| were among the trainers at the executive level who
subsequently trained all 10,000 managers at the IRS in a
three-day quality leadership course.

Dr. Bryant also talked about the idea of focusing the
goals that all can understand. Fritz will remember that
when we first started getting our initial handle on
strategic planning at IRS, we came out with no fewer
than 58 strategic initiatives. We used to go around at
executive meetings, saying, well, I'm working on the task
force to implement number 23. -And Fritz would say,
well, you know, I'm on 17 and 41. It got to be like those
old jokes of the prisoners telling jokes in the prison, all you
had to do was shout out a number and everybody
understood. The difference here was there were so many
that none of us could keep track, None of us could
remember. All of us lost focus. To IRS‘s credit, we've
gotten that 58 down to a much more manageable,
focused handful.

But the key point here is, focus in on what is under
your control, or at least under your influence. Don't tilt at




windmills, but zero in on your daily operational processes,
on how you do your work, what you do when you hand
your work off to the next person, and find out how that
can be more streamlined, more simple, with more
authaority-delegated down to the lowest level.

Now, let’s hear from our panelists. I'm going to ask
them each to speak for about 10 or 15 minutes, and after
all have spoken, ask them to share among themselves
some lessons learned. And then we'll take questions from
the audience.

The first one to speak will be Hugh Knox. Hugh is the
Associate Director for Regional Economics at the Bureau
of Economic Analysis. Before joining BEA he was a
deputy assistant secretary at the Economic Development
Administration. He has published widely in the areas of
regional economic development and economic impact
analysis, and he has completed graduate work in
economics and regional science at the University of
Pennsylvania, and taught regional economics and regional
planning at the University of North Carolina at Chapel Hill.
Hugh is also one of FQI’s favorite customers. Hugh?

MR. KNOX: Thank you, Suellen. [ have a few comments,
not too many, because BEA, in terms of the agencies
represented here, is much the junior partner in the TQM
efforts. We have been involved with TOM at the Bureau,
and only the regional program within the Bureau. It's not
a Bureau-wide effort at this point. We’ve been involved
for about a year, intensely for maybe nine months. In
terms of where we are in the process, we have formed
the BEA Quality Council. We have done some limited
training of all managers. We have done even more limited
training for all staff in the regional program at this point.
We hope by November 1st to have our strategic plan put
together, at which point we will share that with the
regional program staff for their reaction before we move
along. We have not yet had an action team put together.
We have identified people, and we have identified a topic.
But we are struggling now with the appropriate way to
train those people so that they might become a core of
trained people that we could use throughout the rest of
the program.

For those of you not familiar with what we do within
the regional program and who our customers are and who
our suppliers are let me say briefly that we have three
primary products to use to satisfy our customers. The
first is a system that generates economic impact
multipliers, called the RIMS system. Clients there are
usually consultants who are working on one project or
another. It's very site-specific. It requires fairly quick
turnaround time. Another set of products we have come
out of a system of state econometric models which
provide annual projections for up to eight years. Our
clients there range from other federal agencies to research
institutes like the Urban Institute, to state governments,
to anyone who has an interest in projections of what will
happen in the various states. The third major product is
a set of long-term regional projections. Very much like
the long-term projections that Dr. Bryant mentioned this
morning on the population side, these are projections
which combine both population and economic forces.
They are also similar to the kinds of projections that BLS
produces that you've seen in the Monthly Labor Review,

and | think they are a topic of a later session in the
program.

So our clients range widely from individuals to
consultants to federal agencies to state agencies. At the
current time, we do not have a very structured way of
gathering indicators of customer satisfaction. We do have
a system where we exchange the econometric projections
with anybody in the States who has their own set of
projections and is willing to enter into a joint exchange.
We have a similar kind of arrangement in our long-term
projections with members of the Federal State Co-op on
Population Projections, where we share our projections
numbers with members of the co-op who are
representatives of their states for their comments. Those
two customer interactions have been very beneficial for
us, and | think beneficial for the other people in the
networks. But we have not yet sat down and looked at
the issues in a different way. Instead of going to them
and saying, here are our projections, let’s see vyour
projections, and let’s discuss the differences, we would
like to get to the point where we can say, well, what do
you want to see? What would you like to have us do
differently? And | think that is one direction in which we
will go, certainly by the time we release our next round of
long-term projections in 1995,

On the supplying side, the three other agencies
represented here, are major suppliers for us. Without the
Census and IRS and BLS providing us with source data,
we would be dead in the water. There’s no gquestion
about that. Yet we have no regular process to
communicate with our suppliers either. The three
agencies have been involved in TQM longer than BEA has,
and | have seen a positive change in some of the
communication processes. They were good to start with,
but they‘ve changed in character. When making calls
from the regional program staff at BEA to our sister
agencies, we get a different kind of response now. It's a
response that we’re calling as a customer, not as
someone who is generating more work. Of course, we
are generating more work, but it seems to be received
differently, and | would attribute that to a change in focus
on customers in those agencies. | would like to see the
same kind of change happen at BEA once we have our
training completed throughout the Bureau and have a
better idea of how to go out and contact our customers
on a regular and structured basis.

Finally, | might add that the BEA Quality Council has
been in operation now for about nine months, and the
staff, from my reading, is getting quite impatient with the
eight of us going off to our meeting room three hours
every other Wednesday and coming out with nothing for
them to do, no way for them to change their behavior.
They keep asking us when we’re going to do something,
when we’re going to let them get involved in the process,
and why don't we just get out of the way and let them
achieve something. And we have a great deal of
sympathy with that position, and we‘re looking forward to
the completion of the strategic plan, at which time we
hope to have as many of these process teams as we can.
By the way, we‘ve changed the acronym -- at least we
think we have -- to Work Improvement Team so that we'll
be able to keep our WITS about us. Thank you,




MS. HAMBY: Thank you. Our next speaker is Tom
Plewes. He is the Associate Commissioner for
Employment and Unemployment Statistics at the Bureau
of Labor Statistics, where he has held a variety of
positions since 1973. Before moving to the BLS, he was
with the Department of Labor’'s Empioyment and Training
Administration. He has a Bachelor of Arts in Economics
from Hope College, a Master of Arts in Economics from
George Washington University. He is also a Brigadier
General in the Army Reserve. So, Tom,

MR. PLEWES: Thank you. There are lots of reasons that
I'm on this discussion panel today instead of up here
earlier today getting an award. The major reason is, I'm
a lousy forecaster. | forecast the fact that, being on a
panel with Fritz Scheuren, we’d have an opportunity to
have lots of slides and so forth because Fritz always uses
slides. Today Fritz chose not to use slides. So1have my
slides here, but | have no overhead. | just assumed that,
Fritz being here, we’d have an overhead. So what I'm
going to do is ask everybody to move very close forward.
My second assumption was that, since | was going to
have the overheads, you'd be completely satisfied with
overheads so I’d only have to bring 25 hard copies of my
presentation because there would be a few people who
might be interested in picking up this thing to fill up their
books. I've only 25 copies of my presentation there. Il
follow my presentation as best as | can without the
overheads, and you are certainly welcome to come
forward after this session and pick up copies of the
presentation.

The name of my presentation, if it has to have a
name, is The Cost of Unquality in Federal Statistics. |
think The Cost of Unquality in Federal Statistics makes a
case for total quality management. | want to put that in
the context of federal forecasters. That context causes
me to recall one of the basic principles of total quality
management-- addressing my customers needs; pleasing
my customers, if you will. That’s what | want to talk
about today. | start, not as Hugh did, with a description
of where we stand in terms of total quality management
because | provided a full report on that in the back of the
room. All the principles, the bases, those lessons that we
learned and refined from the Federal Quality Institute are
in here, along with a catalog of the kinds of programs and
the kinds of process action teams that we have put
together, with some indication of the success of those
teams.

lt's important to spend a moment to define what
we’re talking about in total quality management. We call
it quality improvement program, or QIP. For us, QIP is a
management technology for continuous improving
performance at every level in every area of our
responsibility to ensure customer satisfaction. Now that
definition goes on at length, as definitions for TOM tend
~ to, and | will not bore you with the rest of the definition.
| think it's important to understand that there are some
key principles that are involved in here. One of the key
principles that we have to focus on and that we must
indeed use as a primary generator of what goes on in
TQM, is the idea of ensuring customer satisfaction. What
we're doing in total quality management is captured in
nine principles. | know that the Federal Quality Institute,

being parsimonious, has three basic principles, and most
people think of three principles. We‘ve kind of expanded
that a little bit to nine principles because they incorporate
not only the outcome of total quality management but
also how we would go about doing it.

Two of those nine principles have to do with customer
satisfaction. The first of those principles, the most
primary of the things that we are concerned with, is the
idea of understanding the needs of our customers. We
focus on outside customers -- the Secretary of Labor, the
Congress, the states, the press, academia, business,
labor, and the public - and we focus on internal
customers -- our matrix partners within the Bureau. One
of our major customers, a number of whom are sitting
here today, is our Office of Employment Projections. We
try to get a thorough and systematic understanding of the
needs of our customers, both internal and external
because that helps us to establish our direction and goals.
Sometimes we must help our customers clarify those
needs, but the basic outcome is the understanding of the
needs of our customers.

And the second principle is meeting the requirements
of our customers. Our success in accomplishing what we
are to do in the federal statistics business is finally
measured, and ultimately surely measured, in the
responses of our customers to our products and our
services. We actively seek feedback on what we’re doing
to meet those needs.

We strive for error-free work. We understand that is
not a reasonable goal. We aren't a zero-defects
organization. There are defects that spring in, but we
don‘t strive to have a 99 percent non-error rate. We
strive for 99.9. We understand that is a constant goal;
we need constant impravement.

Management commitment is focused in our quality
council. All our senior people are on the thing.

Management by prevention --trying to figure out what
the process has in it that can fool us before it fools us.

Top-down implementation -- we do things at the
management level first, then we involve other people as
time goes on, solving problems at the appropriate level.
Management cannot be involved in solving problems for
people who are actually doing the work out there.
They've got to solve their own problems, and we
empower them to do that.

Teamwork -- we form teams, as most other people
do. We form process action teams; facilitate those
teams; train them; and set them loose on the problem and
understanding the process. They come back to our
quality council with their recommendations. We say ves,
we resource them and they get out and solve the
problems.

And finally, investment in people. We’ve got a very
active training program that the FQI has helped us set up.
We're really pleased with that.

Well, we have to start with a basic understanding of
who our customers are. Certainly, our customers are
policy-makers. You've seen that in recent weeks when
we have put out, for example, our recent unemployment
statistics and employment statistics. Three times in the
last nine months, the Federal Reserve Board has changed
the re-discount rate to try to change your interest rates on
the day we have issued our data. Policy-makers, not only

-10 -



there within the executive branch, but also in Congress,
are our customers. The financial markets are our
customers. They have a different view of the kinds of
needs for data, and different kinds of requirements.
Program administrators, who want to help in setting up
programs, and in evaluating those programs, are
interested in a longitudinal look at what happens to
programs over time. They have a different set of
requirements. And finally, forecasters. Forecasters have
a set of requirements that it is important for us to
understand. Forecasters, as | say, both internally in our
Office of Employment Projections, and externally, in the
Bureau of Economic Analysis, the Federal Reserve, the
Treasury, and then certainly in the private sector.

We have a lot of feedback, quite frankly, internally
within the Bureau. We know the needs of those persons
who are involved in projections based on our data,
especially our industry, occupation, and our work force
data. Hopefully, that translates into what others need.
But there certainly are others out there with really
different needs, and we’ve got to talk to them also. The
questions we've got to ask are: Are we meeting your
needs? Are you satisfied? What are we doing well?
What do we need to focus on?

We're involved right now in doing what | call a
customers satisfaction survey. And some of you have
been involved, | would believe, and many of you -- those
of you who have the chance to pick up the telephone and
ask BLS for numbers over the next few months, will likely
be involved in this customer satisfaction survey. We'e
trying to get a handle on those four questions | asked. So
far, | think that the lessons that we’ve learned from the
customer satisfaction survey can be broken down into
three areas: areas that | think that we need to improve;
areas that will have lesser priority, nice things to do; and
areas we're doing a good job on. Our customers tell us
that we need to improve on our standards of timeliness
and currency of the data that we publish. We need to
improve on the ease in which our customers can get in
touch with someone who could answer the specific
question. We need to improve -- and this is endemic to
the Bureau of Labor Statistics unfortunately -- we need to
improve on the staff’s ability to explain conceptual and
analytical issues without using overly technical language.
We've got to lay data out in a way that users can
understand it.

There are other things that we’ve got to work on.
Demographic, geographic, and industrial coverage of
statistics needs some fine-tuning. We need to improve
giving referrals if we dont know the answers. The
technical limitations of the data need some polishing.
We’'re doing a pretty job, our customers perceive, in four
other areas. The data do meet the standards of accuracy
and reliability. The information is received promptly. The
questions are answered willingly and promptly, and the
staff generally are knowledgeable and competent,
although you have to weigh that against the fact that they
explain things in overly technical terms,

What do you need from us? We're in the process of
understanding that. But!think that there are a few things
that | can understand that you need from us. First of all,
| assume you need from us a clear conceptual foundation
for the statistics that we provide you. Now, we know

that we violate that. We violate that in very basic ways.
We have two definitions of employment fioating around.
One comes from the household survey, which is a
measure of people, and the other comes from the
establishment survey, which is a measure of jobs. And
they often move in different ways. We've got dozens of
concepts of earnings and wages, and those of you who
use earnings in your forecasts have to do a lot of
shopping and investigating, much more than you should
be doing, or need to have to do, to get access to these
data. We deviate in some important ways from the
standard classification systems, from the Standard
Occupational and the Standard Industrial Classification
systems. We try to keep as close as we can, but there
are practical reasons that we can’t be exact, and we
sometimes don’t do a very good job of explaining it. We
know forecasters need a consistent time series. In fact,
you would like to have us sometimes stop, what |
consider to be progress so that you can lock in a time
series long enough so you can use it in a forecast. When
we do make changes, we know that you need bridges and
crosswalks to help explain the discontinuities, and do so
in a very simple way. We know that you like minimal
revisions. And yet here we are, revising our monthly
employment series three times, and then we turn
around and do an annual benchmark which has a
subsequent revision. But | know that you don’t want
revisions because it's hard to keep up with the kind of
data that | provide you for your models without having the
revisions to keep up with too. | know you like rich detail,
the more the better. And | also know that you like
detailed geography, at least some of you do. | know
some of you are satisfied with state data. A lot of you
would like to have data for all counties, and much more
frequently than we have. And I know that you like data
with ready access. You like it in electronic bulletin board
forms, and because BLS doesn‘t have one, you turn to the
Commerce Department bulletin board. You like to have
your data on diskettes. You like to have your data in CD-
ROM format. And those of you who have used our
publication, the Employment Earnings, have thrown up
yvour hands saying that it's a very un-user-friendly
publication. We know that those are your needs.

| want to shift now from consumer focus to the cost
of un-quality. The price of poor quality data in the Federal
Government, as the Boskin Group for the Federal
Economic Indicators Panel took a look at several years
ago, is paid by a lot of people. The price that you pay as
forecasters for lousy data is in bad projections. And bad
projections lead, unfortunately, to flawed decisions, and,
sometimes, to litigation. So we know that one of the
prices of un-quality is a bad projection, flawed decisions,
litigation. We know also that there is a loss of confidence
in government statistics--a loss of confidence in the
government if the data are of poor quality. We know that
there are missed schedules, and we know that there is an
added cost of rework. Rework in your projections, rework
in the statistical data. There is a cost to having data
which are not of high quality.

We had a good example of the cost of unguality that
I'l close with. Perhaps we can discuss it in the
discussion period. We made a fairly large revision in our
employment estimates for the first quarter of 1991.
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Many of you are familiar with that issue and what
happened. Basically, to recall the issue, our very large
survey of establishments --about 380,000establishments
monthly --is a survey operation. We are very fortunate in
the operation of the unemployment insurance system to
have a benchmark capability. | think we’re fortunate.
We're the only country in the world that can actually
benchmark your employment estimate to a really good
count. Very often, other countries can’t do that. | say "l
think" because sometimes it's not a blessing. In the
benchmark process we have an ability, five months after
the end of the quarter, to see how well we're doing in the
survey. Once a year, on a regularly scheduled basis, we
re-anchor our survey tc that benchmark, to that count.
We had a very large discrepancy of about 620,000
nationally in the first quarter of 1991, foliowing many,
many years in which the discrepancy was about 200,000,
something that nobody got excited about.

We know from whence the discrepancy came. One
cause was an inaccurate estimation of what was going on
in small businesses in the survey over the course of the
recession. We didn’t subtract enough, if you will, for a lot
of the loss of small businesses that were
underrepresented in our survey. That was un-quality. But
we had two quality improvements that also were a cause.
One was that we had better data from the economic
censuses of what was going on in the non-covered day
care sector. We found out that the employment of the
non-covered day care sector was much less than we had
originally estimated, so we subtracted 60,000 jobs based
on that. Another stemmed from our investing millions of
dollars in improving the unemployment insurance data
over the years. The improvements are starting to come
through, and many of our large reporters, especially
payroll reporting firms -- those who do payrolls for other
firms -- caught on to the fact that the data they had
provided us were not correct. They were counting
paychecks rather than people, and transactions. They
made corrections in the first quarter of 1991, and
managed to subtract 300,000 people who were never
there. Now, what happened was that the result of this
previous un-quality -- or shift of quality, if you will --
contributed mightily to a fairly large gross domestic
product revision, which our friends in the Government
Accounting Office are now investigating. It contributed
to an upward revision in our estimates of the productivity
of the economy. And it contributed to revisions in the
forecasts, particularly as it translated back into many of
the states. California saw downward revisions in the
forecasts of the amount of revenue that the state could
expect to receive. Unquality contributed to their
overestimates of the amount of revenue they were going
to get, and an underestimate of their budget deficits.

"Possible solutions? Certainly better methods, we're
working on that. Quarterly benchmarks -- should we
revise our series on a quarterly basis? I'll bet there are
those out there who will say, "no, don’t do that, you've
got too many revisions already.” Or maybe we can
wedge back our higher revisions. Now, that's a
possibility, too. We don‘t have to show the world our
revisions. We can just move it forward or move it back in
time and not do that. But the fact of the matter is that
these kinds of issues-- understanding what the data are

used for, the needs of our customers, whether the
customers are satisfied with it, and what the impacts of
un-quality are-- are the things we’ve got to get on with if
we are to work in a total quality environment. That's
where we're going.

MS. HAMBY: Thank you Tom. When | work with
different federal agencies in different stages of
implementing total quality, one of the concepts that we
teach and educate them in up front is this whole concept
Tom was talking about, the cost of poor quality or un-
quality. The way | like to phrase it is, all the things that
we have to do -- all the time and all the money and all the
staff power that we spend -- sweeping up after ourself
when something goes wrong. And Tom has just given us
a vivid illustration of just that.

Our next panelist is a colleague of mine from the IRS,
Fritz Scheuren, where he is the Director of the Statistics
of Income. He has held positions also with the Office of
Economic Opportunity, and the Social Security
Administration. He is a member of a humongously wide
variety of professional, statistical, and scientific societies,
has a Ph.D. from George Washington University, and goes
back to his home turf and teaches statistics at GW as
well. Fritz.

DR. SCHEUREN: Thank you. | also actually teach here at
the USDA Graduate School. One of the principles of adult
learning, as you know, is to find a teachable moment for
people. And one of the things that happens in this quality
process is that, for an organization, you also have to have
a teachable moment. For IRS, that required that we take
a considerable beating in 1985, when our computer
system and some of our internal management systems
really failed us miserably. If you filed in the Philadelphia
Service Center, you probably recall having some personal
experiences with that. In fact, if you filed anywhere, you
may have had experiences with that. )

We often talk about minding our Ps and Qs. 1’d like to
talk about Bs and Ps instead. (Also, | think | need to add
an extra B for Dr. Bryant, if | might). The first B, at least
in this context, is this notion of having a beginning or a
beating -- a beating and then you have a beginning -- and
the realization that you need to change. That's very
important.

One of the things that | think is used at the Census
Bureau that Dr. Bryant might have mentioned is a movie
that Suellen Hamby showed to us on paradigms, by Joel
Barker. It's a wonderful movie, and [ recommend that you
look it if you really want to get a little bit different sense
of "change." The only way you're really going to
understand what we're talking about with TOM is actually
getting your hands into it. If you haven’t done that, you
probably will go away still puzzled by the deceptively
simple, or common sense, nature of this when it’s really
not at all easy. Not at all easy.

Anyway, let me mention some of the other Bs quickly,
in order to get on, because | dont have very much time.

One of the other Bs is borrowing. My handout is
partly based on this principle; by now you should have it -
- a single piece of paper that’s printed on both sides. On
one side there is a repeat of what Dr. Bryant gave you
earlier (Figure A); it shows you Census’ strategic approach
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Strategic Goals

Goal

Description

CENSUS BUREAU
Figure A

Target Area

1. Meet or Exceed

Customer
Expectations

Make customer
saiisfaction number one .
in setting Census Bureau
priorities

Communicate continuously with internal and external customers and obtain
feedback from them.

Improve the design, quality, and timeliness of praducts and serwces prowded to
internal and external customers.

Develop measures of customer satisfaction for all major censuses and surveys.
Continue to be a lseader among world statistical agencies.

2, Improve Product  Seek to serve new Develop new partnerships to better serve Federal agency needs.

Line to Meet customers with a better Develop new products.

Customer Needs  product mix. Drop obsolete products.

3. Recognize Emphasize key role of Form alliances with major suppliers of information.
and Value individual respondents/ Implement systematic programs to improve survey and questionnaire
Respondents and  organizations who design and effectiveness.

Other Data participate in Census Pursue least burdensome means of collecting necessary information.

Suppliers Bureau censuses and Protect confidentiality and reinforce the public’s perception of that reality.
surveys. Monitor and react to respondent’s concerns about data coilection and handling.

4. Enhance Make the Census Establish career tracks that encourage employees at the Census Bureau to move
Employee Career Bureau 8 more desirable across divisions and directorates.

Environment and fulfilling place to Encourage individual development to address Census Bureau needs through training,
work., education, communication, and special assignments.

5. Automate Enhance the utility of Automate to satisfy customer needs.

Effectively automation technology. Capitalize on and improve the Census Bureau’s hardware, software, and ADP staff
organizations who resources. Incorporate effective use of automation in all phases of our work.

6. Improve Cut red tape, speed Develop and maintain a support infrastructure to provide more effectively and timely
Administrative decisions-making administrative services and information to Census Bureau operations and customers.
Systems and process, and improve Speed approval and decision-making process by decentralizing administrative
Management custorner service authority and responsibility.

In recruiting staff:

© capitalize on the improved climate for public service.

® demonstrate through diversity of our present work force that the Census Bureau
is an organization that offers varied and worthwhile employment opportunities.

7. lIncrease Create an environment Increase research to update demographic/economic concepts, measurement methods,
Research hospitable to invention, collection and processing technologies, and estimation and analysis of data.
Capabilities and innovation, and sharing Incorporate in Census Bureau practice relevant innovations from the academic and
Relevance of of results. commercial sectors. Encourage internal invention or developments of improved
Research Results methods when no external resources exist.

Form interdivisional teams to increase relevance and implementation of research.

8. Provide an Provide our customers Become a provider of international information to the American public.
integrated, an international frame Refocus Census Bureau programs to meet emerging international needs of the
International of reference to expand 1990’s, for areas such as Northern American Free Trade area and Eastern Europe.

" Perspective for understanding of U.S. ’

Statistics and statistics and statistics

Analysis of other natijons.

9. Improve the Adapt the Population Research and develop design changes and innovative ways to improve covserags,
Decennial and and Housing, Economic, response, methodology, processing, and timeliness and quality of products to
Quinquennial Governments and increase customer satisfaction.

Censuses Agriculture Censuses to Open channels to allow (1) broad external participation in the planning process so
changing demographic that major changes are given full consideration and (2) free and effective exchanges of
and economic conditions. information among those affected by these programs.

10. Consolidate " Improve the physical Develop and begin implementation of a long-term strategy to attract
Headquarters working environment for Departmental Congrassional, and other external support for new or renovated

Employees in a
Nodern Facility

Census Bureau
headquarters staff.

Census Bureau buildings.
Ease logistical inconveniences and achieve balance among space,
equipment, and personnel.

Strengthen secutity environment.



to planning their quality improvement process. We saw
this last summer, and we borrowed it. On the other side
you’ll see what we’re doing with it at IRS (Figure B).

There are 10 principles in the Census proposal -- we
had 10 plus one. We added a continuous improvement
process -~ which I'm sure is part of the Census process,

. too -- as an eleventh, i.e., to replan what we're doing,.
And, of course, I'm talking primarily about the statistical
part of the Internal Revenue Service, not the whole IRS.
| think it's in that context that most of you would have an
interest in what we're doing.

Beyond borrowing, there's something called
benchmarking. Benchmarking is not what Tom Plewes
just talked about, not in this world of TQO or TOM.
Benchmarking is a very thorough analysis of someone
else’s system -- and not a whole system; maybe just a
little tiny piece of it, like how you open the mail, for
example, which is a big deal for us, especially in April --
so that you can really get betier at it. It's a very intense
thing. Actually, you have to take some training in
benchmarking. You put together a team similar to the
Quality Improvement Process Teams mentioned earlier.
BEA has the best name, calling their teams Work
Improvement Teams (WIT). I'm going to borrow their
acronym.

One of the problems with quality is that people think
it’s separate from the work; that’s not true. Dr. Bryant
talked to you about the notion of combining the strategic
business planning process with the quality process. That
was an essential step, and we have not done that well
enough at IRS yet. We still have "Action 61" to worry
about at IRS. Suellen talked about those. ("Action 61"
is about how you answer the mail, by the way.)

After a period of internally looking at your processes,
borrowing other people’s ideas and formally
henchmarking, you really start to get better! Trust me.
But, also, you get harder on yourself as you go down this
road. And you can get discouraged. In faqfc“,‘,’gengrally
speaking, there are always some people getting
discouraged; hence, the notion of another B, which is to
"catch your breath.” That's going on all the time in this
process. And it’s hard to manage that. Many of you will
be skeptics tomorrow and skeptics today, but some of
you will be believers today and skeptics tomorrow, and
you need to come bhack to being willing to take action.
That's really difficult. | assure you that it's something
that | deal with, personally, and | know that the
organization deals with it, as well.

It is true that if you put in measures, you can get
better and better. Anyway, you know when you're
getting better and better. Eventually that gives you the
kind of "yes, we're going the right way" reassurance that
gets you moving from the Bs to the Ps.

One of the Ps is planning. That’s why you have this
handout I've provided. Good planning is really essential.
The most important P, though, is people. People, people,
people, people,

One other P is points or principles. Tom gave you
nine that he is using at BLS. Deming has 14 -- you've
heard Deming’s name mentioned here. Deming is a truly
great man, God bless him. He's among our most
distinguished local residents here in Washington.
Anyway, the most important of Deming’s 14 points may

be his last, constancy of purpose. And constancy of
focus-- but purpose. f you have that, and pay attention,
then every mistake you make turns into a learning
opportunity which can make you better.

Let me shift, finally, to talk about what you about Figure
B, and tell you what our 10 + 1 strategic TQO goals are.

o The first two deal with customers, products, and
services -- new products, better services, new
services. | will come back to that later in the context
of the world that you’re in as people who do
projections.

o The next two are about employees, including how to
communicate. Communication is very important.
One of the problems in government -- and it's really
troubling me right now, particularly with my suppliers
in the service centers - is that communication
systems are also command and control systems.
Anyway, that's the way we treat them in
government. The mail is controlled through the
system. Someébody tells you how to answer the
letter. That's really troubling, that "aliasing," to use
the statistical term, of those two ideas -- the notion of
communication linked to the notion of command and
control.

I'd like to emphasize the listening side of
communication. Listening is a very difficult skill to
acquire. Remember the comment that Dr. Bryant
made about being arrogant -- that is one of the things
that you start out with -- at least | did -- in this
process. You think you know more than ycu do. You
have to learn what you don‘t know. Then you end up
learning that you really don‘t know very much about
what you need to know in order to get there. It's
essential that you are able to see beyond your own
existing expertise, to push yourself down low enough
in this process, so you can listen to the customer --
listen naively, as Tom Peters (another P}, would say.
Listen naively.

That's a very profound idea, because everyone in
this room is a really knowledgeable expert. A really
knowledgeable expert already knows the answer
before you ask the question. Yet, we have to listen,
really listen. The listening side is the most important
side of the communication system.

o Let me go back to the Figure and talk about the
remaining objectives. The next three of these focus
on process improvement. There’s a phrase we’re
using, "lean production,” that comes from a book
called The Machine That Changed the World. It's a
book written by three professors at MIT, James
Womack, Daniel Jones and Daniel Roos. (it costs $11
at Olsson's, paperback.) Buy it. Read it. The book
.is about the automobile industry, where, as you know,
some would say we're getting killed by Japanese
competition. Be sure to read about a man named
Taiichi Ohno from Toyota, who is perhaps at least
Deming’s equal. -

I'm getting off track, again, but you need to
know, if you don’t already, that most of the key
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3,

8.

70.

71.

SOI 1993 TQO PLAN

Vital Issue/Description

Expand Customer Products - Daevelop new and

improve existing products to delight the customer.

Bulld a lasting relationship with the customer.

Enhance Customer Service - Provide greater access
to our data in a more timely and flexibla manner.

Enhsnce Employee Career Environment - Make
Stat/stics of Income a mors desirable, fulffliing and
productive place to work.

Improve Communication - Build a communication
system that facfitates free exchange of information
within SO/ and betwean SO/ and lts customers and
suppliers.

Adopt Lean Production Techniques - Davelop a
procass which will maintain a steady work-flow as
wel az the ablity to accept changes throughout the
profect’s fife cycle with & constant editor work-
force. .

Optimize Edit Systems - Craate edit systams that
make use of the ‘best of class’ ideas from all SO/
systems, are easy to use and provide the bast
product to the customer.

Provent Rework - Reduce the amount of rework or
corrections/ravisions needed &t each processing
stags of a project.

Manage Quality - Integrate and Improve existing
quslity Inftlatives,

Integrate Retum Inventory Management Systems -
Implament automated return control systems for all
S0/ studies computer selected at MCC.

Bettes Manage Resources - Develop a system chh
wi place management of resources in the hands of
project teams.

Improve the Planning Process - Insure the use of a
structurad planning process including tools.

Q0 © © OO0 OCOODOOR

o0 © © OO0 ©
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Figure B
Key Activities

Creata at loast one new publc use file

Develop system to produce data estimates on demand
CDN accazs for OTA

Improve format of existing date

Develop meta-data systems (Information about the data)
Expand elsotronic bulletin board

Pursue desk-top publishing capabliities

Davelop a system to evaluate customer sstisfaction
Pllot dirset mailing of SOI publications

Develop an elsctronic data contact list

Expand SOI's mafling Ust

Create an snvironmnamt where employess can spend 20% of their time
working on assigrsnents they choose

Establish carear tracks that encourage employeas to move between
Sections and Branchas )
Strengthen performance through knproved coaching

Strengthen employee evalustions through structured implementation of n:
elaments and standards

Improve relationships with customers using systemastic communication
systems

Enhance networking srrangements with suppliers

Dasvelop a geners! on-iins project communication system

Improve dislogus betwean managers and employess through use of job
priority statements -

Improve communication within the N.O. via an Idea Bank

Customers order returns on basis of complexity and edltors become

. spaclalized

Implemant projects In stages
Conduct centralized and local “structured walk-throughs’
Devolop & SAT process which Involves all editors

Cresta a shared elsctronic library of program modules

Develop urique codlng lsts, standardizing key usage

Creste common meny structures for on-fine edjt systems

Create guidelinas for the presentation of error messages

Empioy an outside consuitant to advise on optimization and modularizatic

Develop guldefinas and Improvameants for SAT of on-fins systems
Select and expand use of CASE tools

Explore ways to use existing programming in other profects
Improve longitudinel and model-based testing of data

Continue current planned Inltiatives

Implement a doubls-edlt quality review system for PRISM
Complats implementation of QUIC Charts on all SOI studies
Complate contract to review quality systems

Invofve customers and supplers in development of measures

Provide service canters with tools to order returns, based on complaxity,
“Just In thne”

Produce summary fevel sampls control reports

Implameant measursinesnits of how long SO holds returns

Traln empioyees snd managers to manage resources

Buld a Travel Tracking System

Enhance system to manags overtime, travel, award and staffing budgets
Develop a plan to manage outskie contractors

Empioy baseline 2ssessment of existing quality efforts
Benchmark quality efforts with those of other organizations
Integrate the IRS/NTEU Quakty Councd Inte TQO

Monitor and knprove the 1993 TQO plan implamentation
Develop new and bstter measurss of our quality progress



figures in quality are Japanese. We have to learn from
them, not just from Americans like Deming or Juran. One
of the nice things about the Japanese is that they tend to
be shorter than Americans, and that means that you have
to bend down a litile bit to listen. And that's important.
That posture is important in this process. Anyway, read
this hook: The Machine That Changed the World; it's a
great book. '

0 Back tothe handout, again. The next three objectives
are all linked to better Quality Measurement. These
may be- among our most challenging goals. To
illustrate my point, let me mention a fine paper
about service quality measurement, by Blan Godfrey,
which was given two vyears (1990) ago at the
American Statistical Association (ASA) meetings.
We're in the service business in government. Service
quality measurement is in its infancy. We have an
enormous amount of work to do -- again, Dr. Bryant
made this point -- in order to find the right measures.
I'd love to have you ask some guestions about
what good measures look like. 1| have maybe two
examples - | should have hundreds -- but | have
maybe one or two examples of where we may have
found the right measure, and we're in search for the
other 99. (It’s not like the story in the Bible about the
99 that you have and the one you don’t have. lt's the
other way around.)

o After the measurement goals is our last objective --to
improve the planning process, itself. That's the
11th, or "lucky," step. If we didn‘t get it right, we
can try, try again.

Earlier, 1 said I'd talk about a couple of things we're
doing for you. Let me do that now. [ll give some
examples of steps we’ve taken to improve access to our
information; produce some great new data series and
become generally more responsive.

o Access - We have just recently established an
electronic bulletin board. {You can get access to that
by dialing (202) 874-9574.) During the filing season
there will be weekly updates about what’s going on at
the IRS in terms of returns received. Eventually, all
our publications will be on-line. So far, the Bulletin
Board has primarily been focused on internal
customers. it could, already though, have information
you might want to know if you're a user of tax data.

o New Series -- Another thing that we’re doing -- and
we'll  be putting out our first version this coming
spring -- is what we call early economic estimates.
They will be tax return based projections of income
distribution statistics and will come out about a year
earlier than our final estimates.

As you know, if you use the Current Population
Survey, in the spring and early summer the annual
income estimates that come out of the March
supplement become available. Our tax return income
projections will be a companion series for you to use,
along with the survey data.

o Greater Responsiveness -- The last thing | want fo
mention is a notion that we’re really just playing with,
but very seriously playing with -- the notion of
projections on demand. Let me tell you what that
means.

As some of you may know, we at IRS have an
ongoing data collection process in which we're
compiling taxpayer information all the time, year-
round, on different things. We have 60-plus programs
that we’re running -- corporate programs and many
kinds of other kinds of business programs, individual
programs, special programs on excise taxes, and
international programs of various sorts. Because of
the lag in filing with us, these programs are not as
timely as our customers -- including some of you -
would like.

To address this timeliness issue, we have set the
goal of structuring our work toc make earlier and earlier
estimates. For this projection on demand strategy to
work, we have begun to think of ways to
reconceptualize how we process returns and how we
estimate from them.

Eventually, if someone calls up and says, | want you
to project to the end of a particular pericd, we hope to be
able to do so quickly. Even if we fail, thinking about our
work in this new way turns out to be a wonderful idea,
because it retools the whole way we approach our
processing and could change much of what we now do to
be responsive to our customers. Thanks.

MS. HAMBY: Thank you, Fritz. Our last panelist, of
course, has already been introduced, Dr. Bryant. | guess
what | would ask you, Dr. Bryant, is for any additional
comments you may have, now that you have heard the
comments of the previous panelists--all of whom have
plagiarized wildly from the Census Bureau.

DR. BRYANT: Well, as a matter of fact | was going to
start out with a plagiarized comment, or as Fritz put it in
terms of B’s--borrowed. Chuck Wade at the Census
Bureau says, "borrow shamelessly.” He puts a little extra
emphasis on it, which sort of reminds me of the Tom
Lehrer song a few years back, you know, plagiarize,
plagiarize, remember why the good Lord made your eyes,
plagiarize, but please be calling it research. And ! think,
as Chuck says, we should be borrowing shamelessly from
each other.

The sorts of things they said prompt me to talk about
several tough things in CQM. One of them is when you
can’t satisfy the customer. Now, Mayor Dinkins of New
York wanted 8 million people in New York in the 1990
census. We only counted 7.3. Now, we may be slightly
under, but Mayor Dinkins is wildly and unrealistically over
and claimed he had no forecast, kind of thing.. Well, we
need to get the customer to buy in to some of the things
we do. We need to work with the customers, but there
are 39,189 units of local government, or there were in
1990, and obviously we can’t negotiate with each one of
them. So there is this problem of when the customer’s
expectations are unrealistic and you’re never going to
satisfy them, And ! don"t think any of us have the
answers for that.
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The other thing is that benchmarking -- and you had
it as one of your B’s -- is very, very hard to do,
particularly in the Federal Government. | mean, we can
see how General Motors could benchmark against Toyota
or someone with the same sort of a product/service line.
But most of us in the Federal Government have rather
unique products or services. And actually, when it comes
to the census, we can’t benchmark in the United States.
We're the only one who does one. But we can go out
and talk, as we’ve just had a two-day conference out at
the Census Bureau with the United Kingdom and Canada,
because they’ve both had the same sort of falloff in public
response that we saw. And although they are counting
fewer people there is a certain learning and interchange
we can do. So you have to be a little innovative in finding
where to benchmark, or you may be able to benchmark
against some piece of something that’s in the private
sector.

The other thing that sometimes is difficult is when
you have a really great TQOM project but it doesn’t come
out quite as well as expected. Our first really large-scale
quality management project was in our economic division,
and this was to improve the design process of the 500
different questionnaires used in the economic surveys.
And they set this up with all sorts of measurement, that,
you know, one measure was to be how many times you
had to recycle before you got that questionnaire off to
OMB. They had the advantage of having done a customer
study on recordkeeping practices. They were trying to
redesign the questionnaires so that they matched the way
the customers, the businesses, kept their books. Well,
that whole project, actually, | think was a tremendous
success, and yet there were some who said, yeah, but we
didn’t quite do it as weli as we expected. | mean, other
things hit them. Certain equipment didn‘t arrive in time
and they had to work their way around it. Measurement
kind of got loss in the process as some things slid behind,
and so the benchmarking measurement had to be the
thing that went. There were some on the team that said,
well, this didn’t turn out quite the way we thought it
would, but we do have the 50O questionnaires
redesigned, off to OMB, most of them being printed, and

they will get mailed out on time. You have to say, well,

what would that project have been like to redesign all
those questionnaires if you hadn’t used TOM? TQM
doesn‘t always work perfectly.

MS. HAMBY: Thank you, Dr. Bryant, 1’d like to pick up
on two points that you just made. The first one is that
we can‘t always satisfy our customers. And probably
more so in the public sector than in the private sector, we
have customers with conflicting requirements. | mean,
you think about the spotted owl! versus the loggers, and
others that you read about in the Post from day to day.
In other cases, there are just simply legislative or
regulatory bars that say we can’t do it. We either can’t
find an extra how many hundreds of thousands of people,
or if you want to deduct the cost of the upkeep of your
French poodle on your tax return, we're going to tell you
that you can’t do that either, even though you may say
that’s one of your requirements. Tom Peters would say,
what do you do in that case? Well, total quality
management is not a magic wand that’s going to make all

your tough strategic management issues go away. You
listen. You explain. You listen to your customers. You
explain your constraints. And in some cases you either
may have to look for alternatives, or if none are available,
then target the customers with the greatest impact, or the
ones whom you know you can legitimately and rightfully
meet their requirements.

The other comment you made about the great TOM
project that doesn’t come out well is in many cases a
function of how management or the quality council
assigns those projects. And Fritz will commiserate with
me. | remember in our zeal once we first started at IRS
after we‘d all been trained by Dr. Juran in the quality
improvement process -- in the return to the processing
area, where Fritz and | worked. We said, "well, gee, what
will we tackle?" And somebody, in their infinite wisdom,
must have said, "l know let’s put a quality improvement
team on improving accounts receivable at the IRS." Think
a little bit about the potential size of the scope of
accounts receivable at the IRS. We formed a team. We
gave them a room in the basement, and about six years
later, we still see them every now and then as we’re on
our way to the credit union, but that’s about it. The
projects have to be manageable. They have to be bite-
size. They have to be related to the business of the
organization. But most of all, they have to be something
that a team can, with training, tackle in six to nine
months and show some results.

I'd like to ask our panelists, before we open up to
guestions from the floor, if they have any comments.
Having heard their colleagues, if they have any echoes of,
yeah, we had that problem, too, or gee, how did you do
that? Any questions of one another, or any comments?

DR. SCHEUREN: | want to mention ~- and | think you
know this, Suellen, and you might want to elaborate,
there is a benchmarking service that you can buy into.
You really want to benchmark a little tiny piece of the
business. There’s no way you could benchmark what IRS
does, or what the Census Bureau does, or any large
complex structure. What you want to do is benchmark
the sub-pieces of it. And you need to go to somebody
who is good at that, like Xerox went to L.L. Bean to learn
how to handle orders better. [L.L. Bean - I'm sure you
know the store in Maine. Any of you customers of L.L.
Bean here? Thank you. I'm a New Englander too. |
won‘t talk about Xerox because there’s a conflict of
interest there, since | do a lot of Xeroxing.] Do you want
to elaborate on that?

MS. HAMBY: A couple of things with respect to the
benchmarking is, as the FQI people work with customers
in different government agencies, the first thing that
we're asked is, well, show us another organization that
has the same mission as we do and is the same kind of
business, and show us how they have implemented total
quality. Well, I've worked with the Travel and Tourism
people at the Department of Commerce, and, aside from
American Express, | can’t find anybody else that does
exactly what they do. And | worked with a group of
lawyers recently who said, "Well, show me another firm
in the government with lawyers doing our kind of law and
are practicing total quality management." At some point
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you need to recognize that, it will be a leap of faith for
some, that what you’re taking a look at are management
processes. And these may not be too different from the
statistical forecasting area to the tax collection area to the
analysis of information that the security agencies do as
well. But going out and taking a look at some
organization that has at least something similar in terms
of paper flow or application processes, and seeing how
they do and how they do it well -- whether it's in the
private sector or the public sector -- can give you all sorts
of valuable information.

One of the things that we did recently with the Bureau
of Economic Analysis is take them down to Warner
Robbins, one of the improvement prototype award
winners. Well, it's a military base. So what do we want
to hear from a military base? Well, | think that the people
that went down there were thrilled when they found out
that the people on the teams and who had locked at ways
to make things better and of communication and of
recognizing employees, had some wonderfully good ideas
that the Bureau of Economic Analysis could pick-up. For
those reasons, we’re also going to the IRS out in San
Francisco, and to the Department of Labor, the Wage and
Hour Division in San Francisco. So there's a lot of
information available out there, not only for
benchmarking, but also to learn from your colleagues who
may be only a step or two ahead of yourselves.

What I'd like to do is open up the floor for questions.
I would ask that if you have a question step up to the
microphone and give your name and your organization.

MR. TURMER: Thank you. My name is John Turner and
I work at the Bureau of Economic Analysis. Specifically,
I'm concerned about interagency data exchange., Mr.
Knox addressed this question somewhat in his comments,
but | would like to ask the question of all the panelists and
hopefully they might be able to elaborate a little bit about
it. As you stated, in our work at BEA we use data
obtained from various other government agencies, and in
turn, other government agencies use our products.
Sometimes this data sharing relationship can become, Ill
say, cumbersome, stressful. But given that there seems
to be a growing client-server relationship among agencies,
and with the advent of TQM, do you foresee increasing
cooperation among statistical agencies, or do you think
that the relationship we have now is the hest that we can
expect?

MS. HAMBY: Okay, thank you. Who wants to handle
that?

DR. SCHEUREN: We’re in a hell of a lot of trouble if this
is the best we can expect, I'll tell you that.

MR. KNOX: | touched a little bit on that in my remarks,
that I'm seeing increasing cooperation. And it's a
different kind of cooperation than 1’ve seen in the past.
I would look, when the regional program gets further
along in the process, to try and construct some
interagency teams. We already have a person that visits
IRS now and then, and comes back and provides, to me,
a big service by explaining what’s going on at IRS and
some of the forms and how they go together and what
we might do in the future. | could see that happening
with the 790 and 202 exchanges between BLS and the

Bureau. There will ailways be some constraints about
confidentiality and whatever, but | would like to see some
interagency teams working on issues of exchange.

MS. HAMBY: Tom?

MR. PLEWES: | would like to address it both as a
customer of the Census Bureau, and as a provider of
information to BEA. As a customer of the Census Bureau,
| have clearly noted that there has been an improvement
in the willingness of the Census Bureau to communicate
with its customers to identify needs and to work toward
a fuller interchange of the information.

We have come to agreement over the past couple of
years with Dr. Bryant on a protected exchange of certain
of the microdata from the Current Popuiation Survey --
not all of it, not the most confidential, but some of the
more useful things that we needed to do some of our
work.

So there is that. |f an agency wants to go that mile,
the TOM process works. That emphasis is clearly at the
Census Bureau.

Looking at the BEA as a customer, we believe that we
have tried -- again, over the past couple of years -- to get
more close to the kind of information that they need and
when they need it. And indeed, on the transmittal of
some of the more detailed data, we have sped it by two
to three months.

There's lots more things that we should be doing in
terms of turning around the quality and the corrections
much faster, but | think we‘re moving on the right track.

Always the issues of confidentiality crop up when
you’re talking about data sharing. Some day perhaps we
will get some legislation which allows us to do some
reasonable data sharing between the agencies to avoid
the burden on our people and to have the higher quality
data.

That’s not there yet. We're working, | think, within
total quality management, to make some of those things
happen.

DR. BRYANT: Yes, | think we will see more interagency
teams. Actually, Fritz and | were talking earlier that we
need one right now to break- down a few
misunderstandings between |RS and the Census Bureau.
And the advantage of teams is that a few more people
and few more perspectives are involved.. You don‘t get
into some one-on-one personality situation, or something
like that.

| think we have a beautiful model that really started
before TOM but was done with TQM principles, and
driven by necessity. That is the Bureau of Labor Statistics
and the Census Bureau have had a project team working
on the redesign of a survey instrument for the current
population survey. It's many, -many years since that
survey instrument was redesigned, and it's being
redesigned both  for content and also to move it to
computer-assisted interviewing. We can’t say that we
started it as a TOM process action team becauseé it really
was going before either of us heard about TOM. But it
certainly has operated like a fairly large TQM team with
some separate subcommittees on it, some of which are
concerned with question wordings, and others which are
concerned with how to get the thing up on the computer.
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DR. SCHEUREN: Let me make a couple of observations,
too. One of the things you’ll see in the Census plan,
under category number 3, is "form alliances with suppliers
of information.” That word "alliances” is a nice word.
It's ambiguous. It's new. It has a lot of room for the kind
of change that we need to make in-the systems, as we
are customers and suppliers of each other. | made a
comment about Deming, and Dr. Bryant. did too.
Deming’s fourth point is about managing suppliers.
There's a wonderful article -- | don’t know if any of
you are reading Quality Progress, which is a monthly
magazine on quality -- it’s something you ought to get.
It's about $20 a year and it’s worth looking at if you're a
manager.
‘Anyway, there’s a nice write-up in Quality Progress about
how the supplier needs to understand the philosophy of
the customer. This is not your "I’'m-writing-a-term-paper-
and-need-a-statistic” type of customer. This is the kind of
customer that you have a long-term relationship with, like
a BLS-Census relationship, or like the relationships that
we in the Statistics of Income program have with the
Congressional committees responsible for tax legislation.
Anyway, one of the things we‘ve done the best at
IRS -- at least our part of IRS -- is to develop strong
supplier networks. That’s where we've had our biggest
gains. We're enormously more productive than we used
to be. | haven’t talked about that. We're enormously
more productive because we've adopted a lot of "lean
production” ideas, though we didn't know they went by
that name at the time, because we hadn't read the book
! mentioned earlier until about a year ago. The Japanese
ideas worked for us, those we reinvented and those we
snmpjy borrowed as is. Once you start to work with your
suppliers in a way that really, really makes a partnership
or an alliance - | like the word alliance better than
partnership -- then you're really going to change.

MS. HAMBY: Any other guestions? Yes, sir? I'll take the
fellow over here and the fellow in the blue, just because
| think one will get to the microphone faster. Go ahead.
Your name and your organization, please.

MR. MACEK: Paul Macek, Bureau of Economic Analysis.
I'm going to make two cbvious statements before | ask
my question. Number one, TQM requires funding..
Number two, funding for government forecasting agencies
is subject to exogenous factors, the worst of which we're
about to see in November, the general election. My
question is, to what extent can TQM teams influence the
budget of their agency? The funding or the reallocation of
resources within their agency, and also, how much money
they will get from Congress.

MS. HAMBY: Okay. Who wants to address that?

DR. BRYANT: We have no line item in our budget for
TOM. We did spend some money, you know, substantial
sums, when we got started in the training process. We
now have in our administrative area about an eight-person
Census Quality Management staff that’s funded in our
regular administration. But really, the rest of it, we really
are expecting to improve products and processes enough
that it’s going to pay for itself. So we have not asked for
any funding for it.

MS. HAMBY: Any other experiences? Tom?

MR. PLEWES: Again, at the Bureau level we have a very
small staff about five people. And in each of the three
major offices that are involved in TQM, we have one full-
time facilitator. But most of it has worked within the
organization, so there is, again, very little in the way you
can identify a particular cost of TOM. _

The guestion is, what happens now if these forecasts

of tremendous budget cuts for these agencies, or at least
stringencies, in this next year come about, what are you
going to do about it? Are you going to drop TOM? The
answer is no. | think we’ve got to push TOM even
harder. It seems to me that having adopted that as a
philosophy, that is the only way now that we can start to
think about the kind of productivity, quick turnaround
productivity, goals and gains that we need to operate in
a more constrained environment.
" And certainly as the teams come on with their costs
and so forth, as they come on line saying we can make
this improvement but it’s going to cost this amount of
money, | have to make those investments out of my more
scarce resources so | can save more down the line.

And so we lock at this as an absolute necessity now

‘in a time of a more stringent budgets, and we fund those

quality improvement programs before we fund many of
the other kinds of things that we have been funding in the
past.

DR. BRYANT: One of the slogans of TQM is: "Do the
right thing right the first time." | think this is where we
hope to save the money--doing the thing right the first
time and not reworking.

MS. HAMBY: [‘d like to jump in and add my two cents
worth. There are really a couple of issues involved in this
question. One is the up-front training that is required,
whether it’s awareness or team training in the analytical
tools and structured problem-solving approach. And there
is not going to be a cornucopia that's granted by
Congress to any agency to do TQM training, whether it's
awareness training or tools training. What's going to
happen .is the managers are going to make some tough
decisions, where maybe last year we weren’t going to
have a management conference with this sort of theme,
what we’re going to do is take those dollars and redirect
them to perhaps some awareness sessions for our
employees. | don‘t know of any organization that has
been blessed with extra allocation for training. [ know a

‘number, including that at the IRS, that said, I've got to

make some tough decisions on my training priorities this
year, and |'ve declared that training in TQM principles and
practices, and some of the team training, comes before
some other things that | thought | might have done when
I was making this plan up this year. '

I think the most difficult resource issue to deal with is
just the issue of time. The time that the people on the
teams are away from their desks, working on their
problem-solving processes, and what happens to the in-
boxes back home? The managers are going to have to
find a way to deal, again, with priorities. And | remember
one of the organizations | work with said, you know,
everything comes in the door, but nothing ever falls off
the table. | think that’s very real in our environment and
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it’s going to be something that managers need io deal
with, and that is, how do we make sure that employees
who volunteer their time on these teams to give us these
good ideas to help us save the money are not penalized by
when they get back to their desks, finding that nobody
has done anything extra, and they’ve got to work a
couple of hours late that evening or that weekend in order
to catch up.

| don’t know whether any of our panelists have had
any solutions or have had any way of addressing this
whole issue of time, but it is a very, very difficult thing for
managers to grapple with.

There was another question over here. Sir?

MR. WALDO: My name is Dan Waldo. I'm from the
Health Care Financing Administration. Our agency has
recently begun a TOM process. | hate to sound a little
Cassandra-like but, given the government’s reputation for
being on the blunt edge of management technology, |
noticed in Newsweek magazine a couple of weeks ago an
article entitled "Is TOM on the Way Out"? it seems that
there are a number of private companies that started on
the road and decided it was the wrong road for them to
take. I'll ask you a question with two parts. One, is there
a critical mass within an agency that gets one on a TQM
road and keeps you there? And if so, how do we achieve
that? And second, are there common false images or
false notions of success that would lead an agency to
think that they were embracing TOM when in fact they
aren’t? And if so, how do you pierce those things and get
people to change?

MS. HAMBY: Let me make some introductory remarks
and then I'll ask the panelists to join in. | referred to that
Newsweek article when | opened up by saying that there
are some that predict the demise of total quality. And |
think that article also hit right on the head the fact that in
some cases we were mistaking activity for results. There
is a ot up-front work in planning that's involved, but at
some point you need to say, okay, we've got our plan and
let’s start getting teams and let’s start implementing some
of these recommendations and get some results out of
this process. So one of the common false images is if
you've got a lot of people meeting, and they’re using the
analytical tools, and they’ve got a good plan, then by
definition, quality is going to improve in the organization.
You still need to look at what results - are we
commissioning them to work on the right problems? Are
we having them take a look at really business-oriented
things, rather than just some of the more recurring issues?
We really need to get them looking at how do we do the
work, how can we improve the organization.

The critical mass in the agency -- some will tell you
it’s top level leadership, and I'm the first one to say that
if you have that, that's fine. You don‘t need it. Whoever
you're working with, as long as they understand the goals
and support them, | think can provide the needed
influence and support. We found at IRS -- and Fritz,
correct me if I'm wrong -- but my impression was that our
move towards total quality in view of the crisis we
experienced with the crash at the filing season and the
crash of the world as we knew it around our ears back in

~1985 was not precipitated by a vision on the part -- and

I mean that in terms of enlightenment or a burning bush
-- on the part of our then commissioner, but it was people
such as Fritz, and such as one of our district directors,
and others, who had been doing a lot of learning and
understanding. They had gone underground, and they
were very quietly championing these things in their
organization. So that critical mass is really the people
that can in their own district office or regional office or
functional area, suppbrt it, get it going, and keep it going.
| would ask, having expounded, what the reaction is. Do
you see TOM as being long-lasting? | know, Tom, you
addressed that in your remarks.

MR. PLEWES: My reaction to that is that, yes, TOM
could die tomorrow in the Bureau of Labor Statistics, but
the next day you’d have to replace it with something that
looked just like it. And that's kind of where we‘ve come.

I think that we bought into a focus on customer
satisfaction. We‘ve bought into involving employees, and
our critical mass was really reached about a year ago
when we started involving the bargaining unit employees
in a major way and getting the unions to be a full partner
in this with us. We hadn’t done that before.

But the fact of the matter is that the basic notions of
total quality management, customer satisfaction,
continuous improvement, and measurement, are so
important to anything you do that if you didn't do it
through this thing called TOM, you’'d do it through
something else, if'yqu were a good manager.

DR. BRYANT: [I'll sort of say amen to that, but | also will
say that it will last as long as it works.” You know, the
day it doesn‘t work, it will die.

DR. SCHEUREN: It is so basic, what we're talking about
here. Alot of us work in white collar environments, even
though we don’t wear white shirts anymore. We have
not flow-charted our office processes. We just haven't
done it. There’s lots of waste in those processes. If we
would simply flow chart them, we might find a lot of
resources to do other things with.

Another aspect, Dan, that | mentioned before is
measurement. Juran says that the language of upper
management is money. If you can show how you've
saved money -- not necessarily in the same year, but in a
reasonable amount of time -~ you will, in fact, cement the
TQO process. That’s what Barbara Bryant said, "if it
works." That's the measure. It will have to work. And
that’s a good measure.

You can fool yourself a long time, though. | admit
that, and those of you who are economists understand
the notion of bubbles. And that’s possible too.

| do not believe that we're going to lose the TQO
effort. We may continue to change the name, as Tom
just said. Its demise is going to get predicted over and
over again. | hope we do change the name, because one
of the other quotes from Juran is, we need to fool the
immune system of the organization.

It’s nice that Barbara has titled it Census Quality
Management. Incidentally, I’d even go further and say we
need to get rid of the word "quality." That’s why I like

“the "WIT" idea. That’s a wonderful name. We need to

focus on the work. It's just doing the work differently,
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being systematic. As the Japanese would say, "Ask the
five why’s." When something doesn’t go right -- ask
"Why?" and when you get an answer, ask why again and
again,

Let me tell you a Honda story; it’s a real simple story:
When Honda has a supplier and they get a bad part from
the supplier, they send the part back to the supplier.
What do they expect the supplier to do? They expect the
supplier to pay the postage and find out what went
wrong, by asking the five why's.

You‘ve heard the other story, the IBM story about the
chip manufacturer, the Japanese manufacturer? [IBM did
not have a zero defects standard; they had a 98-99%
standard. So, the chip manufacturer was sending them
two boxes -- a big box and a little box. They found
eventually that the chips in the little box never worked.
So, they went back to the supplier and they asked him,
and the supplier said, "Well you wanted 98 chips that
worked and two chips that didn’t work. We could give
you 100 chips that work every time.” And they did and
s0 can we, or something similar in our own worlds.

MS. HAMBY: Well, | will. say, too, that the Federal
Quality Institute has just launched an action planning
session with a number of people from HCFA where a
cross-section of employees, 25 people at a crack, take the
goals and the objectives and turn it into some really meaty
action plans for how are we going to improve. And that
is involvement all the way through every level of
management, and including the employees. We're really
pleased to see that happening at HCFA.

Do we have any other questions from the audience?
Yes, sir.

MR. TRAXLER: Herbert Traxler, Bureau of Health
Professions, U.S. Public Health Service. |I'm lower to
middle management-- at a workinglevel middle
management.

MS. HAMBY: We won‘t take umbrage at that.

MR. TRAXLER: | didn't mean it that way. Our Bureau
has been involved in TQM for the past two or three years,
pretty heavily. They started one way -- and the resources
and costs of TOM can be measured, to a certain extent,
because we have about 300 employees who were put
through a two-day workshop. So that comes to about 2-
FTE vears. In terms of initial investment, apart from the
cash expenses for a consultant who is still on retainer,
who is still holding various sessions and workshops --we
have had steering committees, process improvement
teams -- so a very heavy investment in expenses and in
costs. One effect of this initial investment was that the
middle management was at the same stage as the
employees. We didn’t have any more answers than the
questions we were asked. So later on, with the steering
committee and through a two-week session at the
Executive Management Institute, for instance, | found out
a little bit more about TQM.

So that's one way which it probably should not be
approached. Its a little bit problematic when everybody
is put in at the same ground. And then the managers are
there in @ management process without the answers.
This is just a comment.

Another comment on which | would like the panel to
react to is that we are faced with diminished resources .
and what you said, things don‘t fall off the table, they are
added on. As an example, many of our prime customers
-- Congress and the President. They have given us our
appropriations and the money. One survey which we did
was a survey of the States in terms of their constraints
and their resources, a governor's survey. They said one
of the things they wanted was additional funds for
planning-- which we couldn’t give them-- and they also
wanted technical assistance. So | was charged with
following up and putting on the technical assistance
workshops in the States. | have done one and another
one is coming. And in TQM, in the customer survey, as
to what are their priorities, they said, well the states are
not our prime customer really. Now, with the workshop,
and identifying them in the initial lettering, the TQM spirit,
said, well these are important customers, and now we are
offering you technical assistance. '

Now, resources are cut while certain expectations
have been raised by customers for our services, which in
the TQM process, will not be met. How do we meet
those expectations when they answer in a national survey
that they want technical assistance in terms of modeling
and forecasting. You put on a workshop and in the
feedback, they say "we want more of that." Having
raised those expectations we can‘t do it because another
process we are going through in the Bureau right now is
streamlining. So we are streamlining our customers and
our processes because of limited resources. So we are
streamlining those customers whose expectations we
have raised out of the TQM process. These are some of
the constraints we are meeting and we are having to face.
I would like some reactions to that.

MS. HAMBY: Okay. That's one of the things | was
referring to when | said there's really no magic wand.
Here we do have issues where expectations may be raised
because we’ve been motivated and enabled to reach out
to customers in a fashion in which we hadn‘t been able to
do earlier, and then, because of resource cuts, those
services or those contacts are forced to be cut, or atleast
come under a lower priority. How have those of you on
the panel dealt with this issue if you had to at all? Taking
candy away from the baby, huh?

DR. SCHEUREN: Oh, good. Yes, there you go. Yes,
Americans are the second hardest working people in the
world, already, and this is adding to cur burden.

The problem is that, when you ask people their views,
they are expecting you to take them and do something
with them. That always happens. The time horizon for
the quality process is not short. This is not a quick fix.
So, the sort of paradox of rising expectations exists here,
and [ think it's an inevitable part of the process.

Clearly, too, you need to be prepared to respond to
bad news or middle news. If you do a survey, you don't
usually get good news, not at the beginning. Incidentally,
we just did one last week; then we worked all weekend
in order to compile the results, so we could have them on
every employee’s desk on Monday morning when they
came in. It is a part of the baseline for the very plan that
| gave you. )
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Another part of this is the business about resources.
We have not had any new money in my part of IRS for a
long time. However, we are doing probably four times the
amount of work we were doing for those same resources.

There’s lots of room to even do more within that,
because lots of people, especially our white collar
employees, have discretionary time available. They will
tell you they are too busy if you give them an assignment
that they don’t want to do, but there's actually a lot of
discretionary time in some of those jobs.

MS. HAMBY: Tom, do you wish to respond?
MRB. PLEWES: [I'li address three things--expectations,
middle managers, and something I'll call vendor quality.

Expectations -- we purposely did not what the Census
Bureau did. We did not bring everybody into a room and
talk to them about TOM. What we have been doing is
getting people invelved in our team efforts, and then
intensively training them. We haven't increased
expectations of people who aren’t involved in the process.
Those people were involved in the process, and those
processes were looking at, are intensively trained.

The next step has to be, however, to broadcast it
more now that we’'ve got some success stories. We have
some success stories, so we have people say, okay,
volunteer to take a loock at your own process. And we're
going to get involved in that next.

Middle management, as you mentioned, is a real issue
for us. We've you’'ve got a lot going on at the top in
terms of leadership and commitment, and a ot going on
where the work is being done in teams. The people who
feel left out of that process are middle managers. You
know, they are the ones to whom the hierarchy has
always said, get the job done. Now somebody else is
getting the job done, and they are to facilitate that
process. And that’'s a very difficult change to put out.

We have trained middle managers to be the facilitators
for teams, so they get involved in this process. And we
have a large group of facilitator out there who are our
good middle managers, who are doing a wonderful job.
They buy into the process, and hopefully that works.

Vendor quality -- it's easy to get a quality product
from an organization like the Census Bureau which has a
commitment to quality and has its own quality
environment. But we are heavily reliant on state
governments to provide us information. They don't have
the same kind of commitment to quality, nor the same
kind of facilities, like the FQI within their states to talk to
about quality management.” So we have been going out
and working with and training the state agencies that we
work with in quality.

We brought employees of state governments on to
our process action teams. it cost us quite a bit of money
to pay for travel, but they are with us on our process
action teams. We now have a representative of one of
the state governments on our quality council to help us
make decisions as to where the system ought to be going.
So it’s not an easy task to build quality into what you get
from your vendors. And when government agencies like
ours are so dependent on the kind of quality we get from
others, its one of our biggest challenges.

MS. HAMBY: | think our time for the panel is about up.

I’d like to thank our panel for helping us translate some
these more abstract concepts into some good practical
examples of what’s going on in each of your bureaus and
agencies in quality improvement. Thank you very much.

Mr. LIENESCH: Thank you to our distinguished panel and
moderator. That concludes the Morning session.
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FFC-91 and FFC-92 Survey Results

Debra Gerald, U.S. Department of Education, Mational Center for Education Statistics and
Karen 8. Hamrick, U.8. Department of Agriculture, Economic Research Service.

During FFC-91 and FFC-92, we conducted surveys of conference participants. Our intent was to get basic demographic
statistics on Federal Forecasters. For FFC-91, 50 out of 230 conference attendees who were currently working in
forecasting in the Federal government completed the survey form. For FFC-22, 54 out of 255 conference attendees
completed the survey form. Because there is no guarantee that these are representative samples, we cannot apply the
results to all Federal forecasters, or even to all FFC-91 and FFC-92 registrants. We were pleased that so many people
participated in the surveys, and that most of the survey questions were answered by all of the respondents. We also
plan to do the survey at next year’s conference.

Over 70 percent of the respondents at FFC-91 had a degree in economics. At FFC-92, over 60 percent of the
respondents reported degrees in economics. Other fields represented at both conferences were biology, mathematics,
operations research, statistics, geography, geology, sociology, psychology, public health, demography, and Spanish.

One-fourth of the FFC-91 and FFC-92 respondents were female. Also, one-fourth of the FFC-91 respondents were
managers. Of FFC-92 respondents, 35 percent were managers. Between the two surveys, a notable increase in the
participation of managers was observed. On average, the FFC-91 group had 11.2 years of Federal service, while the FFC-
92 group had 15 years of Federal service. Both groups had been forecasting for 10 years. Almost half had a Master's
degree ini the FFC-91 group; 486 percent of the FFC-92 group had a Master's degree. Corresponding figures for those with
a PhD were 32 percent and 35 percent, respectively. Of the FFC-91 and FFC-92 respondents, three-quarters published
their forecasts. Nearly three-quarters of the FFC-91 group did evaluations of their forecasts, while two-thirds of the FFC-
92 group did evaluations of their forecasts.

Most of the respondents include national forecasts in their scope of work. Regional/state forecasts concerned one-third
of the FFC-91 group. The proportion was 38 percent for the FFC-92 group. Nearly 20 percent of both groups were
concerned with international forecasts.

In terms of primary forecasting techniques, respondents cited a variety of methods, including trend analysis, regression
models, time series methods (exponential smoothing and Box-Jenkins}), macroeconometric models, demand analysis,
dynamic simulation models, input/output models, and judgement.

Among the issues facing Federal forecasters listed by respondents were availability and quality of the data, staff, budget
resources, reliability of forecasts, and coordination of forecasts among Federal agencies.

Note for tables: Percent distribution figures may not add to 100 due to rounding.
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FFC-91 CHARACTERISTICS BY OCCUPATION

Total
Years of gov’t service (average).
Distribution: - 0-4 years
(percent of total) " 5-14 years
' ' 15-24 years
25+ years

Percent male
Average grade (excl. Executive Service)
Percent GS/GM-13

Ed. highest degree: Bachelor'’'s

(percent of total) Master’s .’

PhD

Years of forecasting (average)

Distribution: - 0-4 years

(percent of total) 5-14 years
15-24 years
25+ years

Percent whose forecasts published
Percent, forecasts evaluated
of which, percent evaluation published

respondents

11.2 yrs
26
44
24
6

74
@sS/GM 12.6
39

20
48
32

9.6 yrs
42
30
18
10

75
71
70

"~ 50

Managers

14.8 yrs

0

50
0

92
GS/GM 13.8
25

42
50

12.0 yrs
33
25
33
8

64
67
50

FFC-91 CHARACTERISTICS BY SEX
Total respondents

Years of gov’'t service (average)

Distribution: 0-4 years

{percent of total) 5-14 years
15-24 vyears
25+ years

Percent managers
Average grade (excl. Executive Service)
Percent GS/GM-13

Ed. highest degree: Bachelor'’s
(percent of total) Master’s
PhD

Years of forecasting (average) .

Distribution: , 0-4 vyears

{(pexrcent of total) 5-14 years
15-24 years
25+ years

Percent whose forecasts published
Percent, forecasts evaluated
of which, percent evaluation published

11.2 yrs
26
44
24
6.

24
GS/GM 12.6
39

20
48
32

9.6 yrs
42
30
18
10

75
71
70

Male

12.2 yré

22
40
30

8

30
@Gs/aM 12.9
40

16
46
38

10.6 yrs
40
24
22
14

74
74
67

Nonmanagexrs

10.0 yrs
34

" 37

21
8

68
GS/GM 12.3

43

24
50

- 26

8.8 yrs
45
32
13
10

78

73

77

Female

8.1 yrs

38
54

8
Gs/aM 12.0
33

31
54
15

6.7 yrs
46
46

77
60
80
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FFC-92 CHARACTERISTICS BY OCCUPATION

Total

Years of gov’t service
Distribution:
(percent of total)

(average)
0-4 years
5-14 vyears
15-24 vyears
25+ years

Percent male
Average grade (excl. Executive Service)
Percent GS/GM-13

Bachelor’s
Master’s
PhD

Ed. highest degree:
(percent of total)

Years of forecasting (average)

Distribution: 0-4 years

(percent of total) 5-14 years
15-24 years
25+ vyears

Percent whose forecasts published
Percent, forecasts evaluated
of which, percent evaluation published

respondents

15.0 yrs
11
41
30
19

74
GS/GM 13.4
37

19
46
35

10.2 yrs
33
38
19
10

73
67
49

Managers

20.0 yrs
0

26

47

26

89
GS/GM 14.6
0

21
26
53

14.5 yrs
16
37
32
16

72
72
46

FFC-92 CHARACTERISTICS BY SEX
Total respondents

Years of gov’t service
Distribution:
(percent of total)

(average)
0-4 years
5-14 years
15-24 years
25+ years

Percent managers
Average grade (excl.
Percent GS/GM-13

Executive Service)

Ed. highest degree: Bachelor'’s

(percent of total) Master’s
PhD

Years of forecasting (average)

Distribution: 0-4 years

(percent of total) 5-14 years
15-24 vyears

25+ years

Percent whose forecasts published
Percent, forecasts evaluated
of which, percent evaluation publisghed

15.0 yrs
11
41
30
19

35
GS/GM 13.4
37

19
46
35

10.2 yrs
33
38
19
10

73
67
49

Male

17.0 yrs
5
40
30
25

42
GS/GM 13.7
30

10
48
42

11.3 yrs
31
36
21
13

76
64
40

Nonmanagers

12.6 yrs
17
49
20
14

66
GS/GM 12.6
54

17
57
26

7.7 yrs
43
39
12

74
65
50

Female

10.1 yrs
29
43
29

14
GS/GM 12.2
50

43
43
14

7.1 yrs
38
46
15
0

64
77
70
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Federal Forecasters Conference Survey

Objective of Survey: The purpose of this survey is to obtain general information from
Federal Forecasters on themselves. The survey results will be presented in the FFC
Proceedings.

Demographic Information:
1. Are you currently working in forecasting employed by the Federal Government?

Yes No (If ves, please answer the remaining gquestionsg. If no,
do not £ill out the survey.)

2. How many years have you worked for the Federal Government? _____ _years

3. What is your sex? M F

4. What is your pay schedule and grade?

5. What is your highest level of education? _____High School _____Ahssociate
Bachelor’s _ Master’s ______Ph.D.

6. What academic discipline is your degree in?

Job Information:

7. What isg your job title?
8. Are you a manager? Yes No
9. How long have you been forecasting? years

Forecast Information:

10. What is the scope of your forecast? International
Domestic: National Regional/State Local
11. Are your forecasts published? Yes No
12. What are your primary forecasting techniques?
13. Do you perform forecast evaluations? Yes No
and if so, do you publish the resultg? Yes No
14. In your wview, what is the single most important issue facing Federal

forecasters today?

Please deposit completed survey in the designated box in
the auditorium foyer. Thank you for your cooperation.
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Developments in Forecasting: A Word of Caution for the 1990°S

Fred Joutz, Department of Economics, The George Washington University

| would like to thank Edward G. Gamber, Christopher Turner, and R.
Clay Woods for data used in this paper. Any misuse of the data is
my own.

Introduction

This paper discusses three recent important developments in the forecasting profession. | would like to begin with several
quotes.

"I think there is a world market for about five computers.”
Thomas J. Watson
Chairman of the Board-IBM, 1943

"Where a calculator on the ENIAC is equipped with 18,000 vacuum tubes and weighs 30 tons,
computers in the future may have only 1,000 vacuum tubes and weigh perhaps only 1.5 tons."”
Popular Mechanics, 1949

"A severe depression like that of 1920-21 is outside the range of probablhty
Harvard Economic Society
Movember 16, 1929

"Forecasts are educated guesses; by definition they are made with error.”
unnamed forecaster

The first two quotes relate to the first development. That is the enormous and rapid increase in computing power and
more importantly access to that power. The second development involves the increasing role of time series analysis
techniques in model building and forecasting. The final development is one whose outcome is still unfolding. This gives
rise to the word of caution in the title of the paper. As the resources available to and demand for forecasters increase,
there is a need to recognize and to educate the consumer(s) of the inherent uncertainty in any forecast.

Development 1: Computing Power and Access

in the last fifteen years there has been a rapid increase in the access to computing power and to the capabilities of
hardware and software. The personal computer and the "invention" of the electronic spreadsheet stand out as the two
major developments. The relative ease with which numbers could be generated and the emergence of the "information
age" have increased the demand for projections and forecasts. Below is evidence on the rapid dissemination of (personal)
computers have in the work place.

Table 1 presents benchmarks in the development of central processing units for personal computers. The first and second
columns give the years that different Intel CPUs became commercially available. The third column gives the number of
instructions the CPUs can execute per second (MIPS). Transistors, the "equivalent” of the vacuum tubes in the ENIAC
are provided in column four. Finally the clock speed of the machines is given in the last column. Between 1979 and 1982
the MIPS executable increased tenfold. This fall Intel is introducing the P5 which has thirty-three times the "power" of
the 80286 CPU in 1982,

It would be good to have a handle on the changes in the cost of this computing power over time. | was unable to get
a reliable series for the conference. However, there were several classic studies by Chow {1967) and Triplett (1989) on
constructing price indexes for computers. David Cartwright {(1986) estimated that computer prices declined at an average
annual growth rate of 13-14% from 1972 to 1984. Rosanne Cole et. al. {1986) constructed quality adjusted price indexes
for computers and computer parts.

Table 2 reveals the rapid growth in the personal computer (PC) market. Ten years ago about 3.4 million units were sold
in the U.S. This brought cumulative computer sales to 5 million units. This year, the Department of Commerce’s
International Trade Administration projects that about 11 million units will units will be sold. Over the past decade 90
million units have been purchased.

Figures 1 and 2 provide further evidence on the growth and importance of computers as a tool. Producer durable goods
expenditures in 1987 dollars on computer equipment crossed the ten billion dollar threshold in 1980. At that time the
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expenditures represented 2 percent of the total expenditure. In the first quarter of this year expenditures on computers
was 67 billion dollars on an annual basis, nearly 18 percent of producer durable goods expenditures. While most of these
computers are purchased for non-forecasting applications, scientific research, word-processing, education, and graphic
and engineering design, odds are that every planning and forecasting office is equipped with at least one PC for empirical
work. Furthermore, a spreadsheet package and at least one statistical/econometric package will be on the hard disk of
the PCs.

The technological advances in hardware and software have increased the capability of forecasters. Empirical work and
report generation is much easier. Computers can provide forecasters with data answers to all kinds of questions.
However, forecasters must guard against accepting whatever the computer "spits out". As Michael Hazilla, a mentor,
once told me, "The computer is always right; it does exactly what your program told it do with the data.” My own version
of this advice is that as PCs get faster and more powerful it only allows modelers and forecasters to produce more errors
and in a shorter amount of time. Modeler and forecasters must remember that computers and Pcs are only tools and not
ends. Ultimately, they must communicate the empirical results and the meaning behind them.

Development 2: The Role of Time Series Techniques

The techniques of time series analysis have become an increasingly integral part of the toolkit of the applied economist
and forecaster. Large structural macroeconometric models lost much of their appeal in the early 1970s for two reasons.
The first was that their forecasting performance deteriorated particularly vis-a-vis simple time series models. Second, the
emergence of rational expectations during the 1970°s cast doubt on the validity of many of the exclusion restrictions used
to identify large scale structural macroeconometric models.

One response to these criticisms regarding forecasting performance and ad hoc restrictions was proposed by Christopher
Sims {1980). He developed an atheoretical approach to model building called vector autoregressions (VARs). Another
approach has been to employ Kalman-filter technigues. These permit modelers to combine series of different frequencies,
to adjust for measurement error in preliminary data, and to control for different states of the world, Stock and Watson
(1989) have developed and are improving an leading indicator index. One ambitious goal of the index is to predict turning
points.

My comments on the development of time series techniques will be more pedestrian and focus on a single variable or
equation. The other techniques are the multivariate representations of the simple univariate approach. On a panel like this
it is difficult to develop the more technical material. While it can be more powerful, it is easy to get lost in the detail and
ultimate goal of the forecasting exercise when using these techniques. Furthermore, we can learn a great deal from
careful analysis of the single variable models.

A common transformation in time series analysis of economic data is first differencing {and or seasonal differencing). The
implication being that the variable(s) in level form are not stationary. First differencing assumes there is a unit root
(coefficient of one) at the first lag. An alternative to the first difference model would include a constant and possibly a
trend term; this implies the variable follows a trend stationary process. Kang and Nelson {1984) discuss the
characteristics and problems- of misspecification of trend stationary {deterministic trend) processes and difference
stationary (stochastic trend) processes.

There are two important differences in these kinds of processes. The effect of a one time shock to the deterministic trend
process dissipates with time since the series will return to its original path. However, the effect of a shock on the
stochastic trend process will be permanent. Confidence intervals for the trend stochastic processes will be bounded.
While those for stochastic trends are a positive function of time, implying increased uncertainty. For a good review of
the pitfalls and opportunities presented by unit roots to modelers and forecasting see Campbell and Perron (1991} and
Perman (1991).

I would like to focus my comments on the development of cointegration time series techniques in forecasting. While it
currently is the sexiest topic in applied research, there have not been that many papers (in the U.S.} which have employed
the technique in a forecasting environment. See Engle and Yoo (1987), Chambers {1992), and Clements and Hendry
(1892). Also, it is related to my third development.

Forecasters are asked to produce models for predicting the short run and long run. Conventional practice involves the
construction of separate models for the two horizons. The short run model explains demand as a function of seasonal
or rapidly changing variables. The long run model explains demand as a function of slowly changing variables like
demographic characteristics and income. In general these two models result in conflicting forecasts at overlapping
horizon(s). Forecasters and planners must employ an ad hoc means of reconciling the difference(s) to produce a unified
forecast.

A technique offering a possible solution involves cointegration testing which can lead to an error correction mechanism
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(ECM). This produces a model which encompasses the information in both the traditional short-run and long-run models.
One interpretation of this is that the traditional short run and long run models are subsets of the merged or "true" model.
The presentation below directly follows Engle, Granger, and Hallman (1989). See Alogoskoufis and Smith (1991) for a
discussion of specification, interpretation, and estimation of error correction models (ECM).

The variable of interest is ¥ - The information set, Yt, contains lagged values of ¥ .. other endogenous variables,
exogenous variables and predetermined variables. Assume the variables are in natural logarithms.

if the series (1 -B) dy . is stationary it is said to integrated of order d, 1{d). Here B serves as a backshift operator such

that B 1 Ve = Vieoge When using monthly or quarterly seasonally unadjusted data it may be the case that the seasonal
differencing and even multiplicative differencing, first and seasonal differences, is required to make the data stationary.

Suppose that d=1, then ¥, is arandom walk and may or may not have drift. A series integrated of order one, 1{1), is

smoother and slower changing than stationary 1(0) series. The former has no affinity for the mean value, so that
departures from the mean can be long.

Let w, be a sub-set of Yt and integrated of order d, the same as Y ;. From the Granger representation theorem if there
exists a stationary linear combination

z, =y, - Blw, (1)
then W, is co-integrated with ¥ - This implies the data generating process can be represented by an error correction

model or mechanism, ECM, of the form

Ay, =p - n*z,, + yx, + ¢, (2)

where X, is {0) explanatory variables. Stationary lag polynomials of Ayt and AWt may be included in X,. The
term can represent the intercept or "trend” growth and centered seasonal dummy variables. The random disturbance, €,
is assumed to be white noise. This ECM model can be interpreted as the "true” or merged model.

The long run (forecasting) model is assumed to use the elements of Yt which are (1) and takes the form:

_ /
yt"ﬁo +|31Wt+nt' (3)
where the expected value(s) of [31 are ﬁ in equation (1). These can be interpreted as the long run elasticity estimates.
Again, the random disturbance, 1., is assumed to be white noise.

The usual short run (forecasting) model does not incorporate the error correction mechanism; it omits information from
the long run model.

Ay, =y, + Yix, + €,; where Ay, and x,~I(0) (4)

The Y { represent the short run elasticity estimates. Notice that the short run elasticities in this expression can differ from

those in (2). The €, could be white noise or follow a autoregressive process.

Thus a forecaster has a three potential forecasting models. The encompassing one as represented in equation 2, a long
run model as in 3, or the short run model in equation 4. The first one is the merged model which makes efficient use of
available information.

When monthly data is available for y, w, and x, the one step ahead forecast for the ECM or merged model is

Ve = £81 = (1-m)y, + ﬂﬁlwt + Y/Xt+1+et+1 (5)

s
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where x represents the forecasted value(s) of the explanatory variables. Here £ ty 1 represents a forecast of y based on

information available at time t out one period. Longer horizon forecasts are constructed from iterating the expression
above out the desired number of periods.

As the forecasting horizon increases the x variables approach their monthly expected values. This results in a deterministic
component to the forecasts, IJ,*. We can express the long run or h step ahead forecasts two different ways:

£, = p* o+ (1_7t)ft3jh—1 + ﬂB/ftth—l
: or (6)
ft}:h+1 - £, = pr - n(f{:}jh - p/ft“,fh)

r

In the long run the forecasted change in the variable of interest is equal to the deterministic component(s) minus the
difference between the predicted variable the previous period and the estimate from the long run predicted value using
forecasts of the w variables. As the left hand side in the second expression approaches a constant, then the right hand
side becomes

fZn = constant + B£Y, . (7)

This approximates the long run model from equation (3). Furthermore, by implementing the ECM mode! short run forecasts
are produced similar to those using the short run model, equation {4). These forecasts could even be improved, because
of the inclusion of the information about the cointegrating relationship. Thus it appears as though the ECM framework
provides a consistent bridge between the long run and short run forecasts.

Development 3: Handling Uncertainty and Consumers of Forecasts

It would seem that forecasters should be celebrating. They have access to powerful computing equipment, numerous
software packages, and sophisticated techniques to build bigger and better models. Why am | suggesting caution?

Unfortunately, the number of forecast consumers, their demands, and expectations have risen faster than the capabilities
of the forecasting profession. Furthermore, a number of fundamental problems remain and will continue to be with the
community for a long time. {The classic example of this plague is data quality and availability.)

Federal model builders and forecasters are innovative problem solvers by nature. However they are too often and too
easily convinced or volunteered to undertake grand projects. | would term these "global" models which are part of a grand
scheme or political objective by policy makers in an agency. Alarm bells should go off in every model builder and
forecasters head. That is impossible; they cannot have a 1.) theoretically consistent, 2.) empirically sound, and 3.)
computationally manageable model to answer all the questions. The basic impression one gets from reading the hoopla
announcing these modeling systems is that agency policy makers expect to have a universal (macro}economic modeling
system which can answer every conceivable question.

A central problem in the design is that policy makers, consumers of these models, are unlikely to understand or accept
the limits of realistic modeling. The notion of a confidence interval around a forecast is foreign. There is only one number.
They treat forecasts as an end when in fact forecasts are tools and educated guesses in the decision making process.
Forecasters must resist the demands and protest for a single answer or number. The government agency’s modelers in
these grand schemes are put in the unhappy position of providing data which they know will be wrong. The notion of
uncertainty or confidence interval must be provided with every forecast. Agency heads, policy makers, forecasters need
to decide which variables of interest can be reasonably forecast and still answer the more important policy questions.
Further, the agency heads and policy makers need to ask themselves and the modelers what information is likely to be
important in the future? Can it be realistically produced by models? At what level of confidence, accuracy, or believability
could the information be supplied? What are the minimal requirements for timeliness, cost, inclusiveness? What resources
are needed and where will they come from?

‘The task of policy makers is to plan for different contingencies and consider different options. This is particularly
important with budget projections. The policy makers will demand a single number. Here is a classic opportunity for those
charged with forecasting to resist the demand for a single number. They can give their best estimate(s) but must supply
confidence intervals attached to them.

Suppose that legislators and the executive must come up with a deficit reduction package which is "perceived” or "sold"
as solving the problem. There are costs to over-predicting and under-predicting revenues and expenditures. The costs are
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not symmetric. If policy makers are forewarned about the degree of confidence in "the" point estimate, their planning
will incorporate the uncertainty and thus be improved. If uninformed, and the point estimate turns out be wrong, policy
makers will not listen to excuses that what actually occurred was within the confidence range of the model. When
surprised like this several times in a row the credibility of the modelers and forecasters falls. Thus it pays both society
and the profession to educate the consumers of forecasts.

Conclusion

The economic forecasting profession has benefitted from technological advances and the application or merging of time
series analysis in its work, Unfortunately the demands and expectations of forecasters have risen faster. If modelers and
forecasters do not educate the consumers about their product(s), errors when they inevitably occur, will reduce the
forecasters credibility and effectiveness. Now, is a particularly opportune and good time to communicate this advice. The
demand for economists and econometric forecasts is acyclical. Policy makers, both public and private, seek them out in
stagnant and recessionary periods. McNees (1290) has written that macroforecasts macroeconomic forecast errors have
not been larger as volatility in macroeconomic activity has risen in the 1980s. However, uncertainty is ubiguitous with
any forecast and this needs to be communicated to the consumers of forecasts. They can be convinced of the benefits
of confidence intervals accompanying the point estimates, when they are recognize the potential costs of not having this
information.
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